Date: May 22, 2007

To:

From: George M. Burgess

Subject: Report of Proposed U.S#

Memorandum & @

Supplement to

Honorable Chairman Bruno A. Barreiro Agenda Item No. 2(B)1

and Members, Board of County Commissioners

County Manager

S, 0'.:" of jgj sing and Urban Development Take-Over
of Miami-Dade Housing Agency Negotiations and Meetings

This report serves to provide the Board of County Commissioners (BCC) with a chronology and
overview of the meetings and discussions that have taken place over the last several months with the
U.S. Department of Housing and Urban Development (HUD) regarding the governance of the Miami-
Dade Housing Agency (MDHA):

On Eebruary 15, 2007, the first of five meetings were held at HUD Washington, D.C. headquarters
with Secretary Alphonso Jackson and HUD staff. Miami-Dade County representation included the
Mayor, Commissioner Edmondson, the County Manager and other County staff. During the
meeting, the Secretary indicated that increased oversight was needed at MDHA and discussed
aspects of a Cooperative Endeavor Agreement (CEA), particularly the role of a recovery
administrator who would serve as a single-member board with oversight over all aspects
(legislative and administrative) of MDHA. The Mayor shared with the Secretary all the
improvements and on-going efforts in MDHA by the new management team. The County also
requested a copy of the Deloitte report as well as back-up documentation to support the report.

The second meeting with HUD occurred during the Washington Fly-in (held from February 27
through March 1, 2007) with the Mayor, the Chairman, the County Manager and other County
officials. HUD officials present were HUD Deputy Secretary Roy Bernardi, and other HUD staff.
The discussion revolved on achieving an amicable agreement between HUD and the County.

The County received a draft CEA from HUD on March 5, 2007, which was discussed at the March
6 and 8, 2007 BCC meetings (Attachment A).

At the March 6, 2007 BCC meeting, Commissioner Edmondson’s Resolution (R-305-07) urging
HUD to leave control of Miami-Dade County’s housing programs with the County was approved
(Attachment B).

At the March 20, 2007 BCC meeting, the Board was updated by staff regarding the CEA letter and
the County’'s response which was sent to HUD the same day. The response encouraged the
alternative of a Memorandum of Understanding (MOU), and provided MDHA’s Improvement Plan.
At that same Board meeting, direction was given by the Board to challenge any takeover
(Attachment C).

On March 26, 2007, HUD responded with correspondence asking the County to only mark-up the
CEA. To meet HUD’s deadline of April 4, 2007, the County responded on April 2, 2007 with a
revised CEA (Attachment D).

On April 19, 2007, a meeting was held at HUD Washington headquarters to continue discussions.
The County was represented by the Chairman, the County Attorney, the County Manager and other
County legal counsel and staff. HUD was represented by Deputy Secretary Roy Bernadi, Acting
General Counsel Robert Couch, Assistant Secretary Orlando Cabrera and other HUD staff. The
outcome of the meeting was HUD'’s position that there were five non-negotiable terms, those being:
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1) the Recovery Administrator’s role; 2) the issue of governance with the separation of the Board
from oversight of MDHA; 3) an independent General Counsel; 4) an independent auditor; and 5) a
recovery plan with specific milestones. HUD referred to the arrangement as a receivership, which
is not the direction set by the Board.

e Following the last meeting in Washington, DC, correspondence was sent on April 20, 2007 to
Deputy Secretary Bernardi restating the County’s position with respect to oversight of MDHA. In
addition, the Chairman and Mayor signed a joint letter to the HUD Secretary expressing their
disappointment regarding the outcome of the April 19, 2007 meeting (Attachment E and F).

o A follow-up request was made to HUD for a meeting with Secretary Jackson. An e-mail from
Assistant Secretary Cabrera stated that no meeting with the Secretary would be allowed until the
CEA was signed.

e At the April 24, 2007 BCC meeting, the Board was briefed on the April 19, 2007 meeting in
Washington, D.C. The Board was resolute in its position regarding HUD’s attempts to take over
MDHA. On this same date, the County received the breach of the Annual Contributions Contract
(ACC) letters which gave a response date of May 9, 2007 to cure stated violations (Attachment G).

e At the April 30, 2007 Special Meeting of the BCC, a second directive was issued by the Board to be
more flexible in negotiations with HUD. At that meeting, the Board suggested that we request
another meeting with HUD Secretary Jackson to continue negotiations.

¢ On May 3, 2007, the Mayor, Commissioner Edmondson, and the County Manager met with HUD
Secretary Jackson, Assistant Secretary Cabrera, and other HUD and County staff to discuss the
governance issue, day-to-day operations, and personnel related matters. The central focus of the
meeting revolved around the authority issue as split between the BCC and the Mayor, and the
County and HUD agreed to meet again.

¢ On May 4, 2007, Mr. Flynn, HUD attorney, extended the breach letter deadline to May 16, 2007
(Attachment H).

e On May 9, 2007, Senior Advisor Cynthia W. Curry, MDHA Director Kris Warren, Assistant County
Attorney Cynthia Johnson-Stacks and Assistant County Attorney Terrence Smith met with General
Deputy General Counsel Michael Flynn and John Herold in Washington, D.C. The discussions
were amicable, but the central issue continued to be the recovery administrator’s role with respect
to personnel and policy issues. The discussion also included a four-person oversight board that
would report to the recovery administrator, with the Mayor and County Manager reporting to the
oversight board. HUD insisted in giving the recovery administrator veto authority over all oversight
decisions (Attachment I).

e On May 10, 2007, the BCC was given an update on the May 9, 2007 meeting with HUD. At the
BCC meeting, the County Attorney requested direction from Board Members with regard to legal
action. The Board gave flexibility to the County Attorney to file to protect the County’s rights if
negotiations were of concern.

¢ On May 11, 2007, HUD notified Senior Advisor Curry that closure was needed on the issue of

authority by close of business that same day. Senior Advisor Curry responded with an e-mail
stating the necessity of continuing on-going discussions (Attachment J).
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On May 14, 2007, the County Attorney’s Office received a letter dated May 11, 2007 from Mr. Flynn
stating there were would be no further extensions to the default response deadline. The County
also received a letter from Acting General Counsel Couch on May 14, 2007 stating that we had not
responded to HUD on the date specified, and that the County was not acting in good faith and
halted negotiations with HUD. The letter also included a new CEA and a recovery plan
(Attachment K and L).

As the result of the County’s filing a complaint for Mandamus and Injunctive Relief against HUD in
the Southern District of Florida before the close of business on May 15, 2007 and subsequent
pleadings and motions on May 16, 2007, the County and HUD have stipulated in court that HUD
will review the County’s response to HUD’s default letters and HUD will provide the County with its
response. Following receipt of HUD’s response, the County will have a minimum of ten business
days to proceed with litigation, if needed, with the understanding that in no event will HUD try to
take any action before June 7, 2007. The court action remains pending and the County may
continue to prosecute the litigation in the future, if necessary

The County filed a comprehensive response to the default letters to HUD on May 15, 2007, prior to
HUD's May 16, 2007 deadline (Attachment M).

On May 16, 2007, a thorough discussion on the latest communication exchanges took place at the
Economic Development and Human Services Committee meeting.

On May 16, 2007, a letter signed by the Mayor and Chairman was sent to Acting General Counsel
Robert Couch in response to his letter from May 14, 2007 (Attachment N).

Theé County is open to continuing negotiations and is hopeful for a positive outcome.

Attaepments

f
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Senvolor Advisor to the County Manager



ATTACHMENT A
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K U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
% |“||“| & WASHINGTON, DC 20410-0500
%94 N QEVF-\'OQ‘)
OFFICE OF GENERAL COUNSEL
March 5, 2007

Via E-Mail and Overnight Delivery

Miami-Dade County Mayor Carlos Alvarez
Office of the Mayor

Stephen P. Clark Center

29th Floor

111 N.W. 1% Street

Miami, Florida 33128

Bruno A. Barreiro

Chairman

Miami-Dade County Board of County Commissioners
Stephen P. Clark Center

Suite 220

111 N.W. 1¥ Street

Miami, FL. 33128

Dear Mayor Alvarez and Chairman Barreiro:

Enclosed please find a discussion draft Cooperative Endeavor Agreement (“CEA”) between the
United States Department of Urban Development (“HUD”’) and Miami-Dade County. HUD
requests that within 30 days of the date of this letter, the Miami-Dade County Board of
Commissioners respond to HUD in detail with all comments the County Board of Commissioners
has concerning this draft CEA. ‘

I have communicated with Orlando Cabrera, HUD Assistant Secrefary for Public and Indian
Housing, and HUD’s request for a prompt response from the County Board of Commissioners

reflects our desire that this matter be resolved promptly and appropriately.

Please refer the County Board of Commissioners’ comments to me. I am out of the country the next
two weeks on business. If you have any questions during that time, please refer any comments to
Michael Flynn, HUD’s General Deputy General Counsel.

Very truly yours,

Py
@wﬁf{

Robert M. Couch
Acting General Counsel

cc: Assistant Secretary Cabrera

www.hud.gov espanol.hud.gov



COOPERATIVE ENDEAVOR AGREEMENT

This Cooperative Endeavor Agreement (CEA) is entered into this day of

2007, by and between Miami-Dade County (County) and the United States
Department of Housing and Urban Development (HUD). The signatories to this
agreement are the Honorable Carlos Alvarez (Mayor), the Honorable Bruno Barreiro
(Chairman of Miami-Dade Board of County Commissioners), and the Honorable
Alphonso Jackson, Secretary of HUD (Secretary).

RECITALS

WHEREAS, HUD has determined that the Miami-Dade Housing Authority (MDHA) has
been mismanaged, as is evidenced by poorly defined and executed business practices and
operational inefficiencies related to financial management. MDHA has failed to account
for the sources, uses and balances of individual program funds. Moreover, MDHA has
failed to adhere to its budget, and instead has incurred obligations substantially in excess
of available funds. This has caused delays in MDHA’s payment of financial obligations,
and ultimately necessitated substantial infusion of County funds;

WHEREAS, this mismanagement is further evidenced by processes and procedures that
have negatively impacted MDHA’s implementation of its federal grant funding, resulting
in substantial delays in completing the Ward Towers and Scott Carver projects.
Specifically, the Ward Towers project permanent closing is in jeopardy and the Scott
Carver project is unacceptably delayed with no current development contract in place to
complete the project; '

WHEREAS, HUD has also determined that the MDHA has mismanaged its Housing
Choice Voucher program (HCV), as evidenced by poorly defined and executed business
practices and operational inefficiencies related to financial management. The HCV
program, for both administrative fees and housing assistance payments, was operated at a
significant deficit through 2005. In 2006, due to underutilization of vouchers, MDHA had
a large Housing Assistance Payment (HAP) surplus. This surplus was erroneously used to
offset the large deficits from prior years, which is disallowed,

WHEREAS, the County and HUD both recognize and acknowledge that the problems at
MDHA have developed over many years, are deep rooted, and that extraordinary levels of
expertise and resources are now required to improve the quality of life of the residents of
MDHA facilities;

NOW, THEREFORE, the County and HUD, in consideration for their mutual promises,
agree to the following:



A. COOPERATIVE ENDEAVOR REPRESENTATIVES' SCOPE AND
AUTHORITY TO ACT

1. The County and HUD shall take all necessary actions to facilitate achievement of the
objectives of this Agreement.

2. The County and HUD acknowledge that MDHA is in substantial breach of its Annual
Contributions Contract (ACC), and that such breach constitutes a substantial default
within the meaning of 24 C.F.R. § 902.79.

3. HUD and the County acknowledge that HUD has authority, pursuant to 24 C.F.R. §
902.83 to require MDHA to make other arrangements for the management of public
housing. The parties further acknowledge that HUD has authority pursuant to 24

C.F.R. § 902.83 and the ACC to assume possession of and operational responsibility for
public housing.

4. The County shall, upon execution of the CEA by all parties, immediately transfer
possession and control of all MDHA's assets, projects and programs to HUD. The
County Commissioners shall also relinquish all control over the MDHA. The Secretary
appoints Donald J. LaVoy or his/her designee, to fulfill duties as the Board of MDHA,
with the title of Recovery Administrator.

5. The County Executive and the Board of County Commissioners at their option may
appoint an Advisory Board. The purpose of the Advisory Board is to provide input to the
Recovery Administrator and not to engage in the day-to-day management of MDHA.

6. HUD retains all rights granted under applicable statutes, regulations and the ACC and
will conduct audits, reviews, or assessments as appropriate or required by statute or
program regulations.

7. This CEA shall be signed by the County and returned within 10 days of receipt.
8. The parties to the Agreement shall meet or consult on an as needed basis.

B. SPECIFIC ACTIONS

In order to implement this Agreement, HUD, with the assistance of the County, will work
with MDHA staff, as appropriate, to undertake and complete the following priorities:

1. Within 60 days of the execution of this document, the County will develop a
separation plan that outlines actions necessary to separate the MDHA from the County
and establish it as an independent entity, including the transfer of title to all MDHA
properties, transfer of all other assets of MDHA, the transfer of the pension fund(s)
applicable to MDHA employees and the promulgation of County code changes necessary
for the creation of an independent MDHA. Upon written HUD approval of the separation
plan, the County must implement the plan within 180 days.
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2. Within 60 days of the execution of this document, the County shall either impanel
an independent body of responsible local citizens or within its own resources compose a
group to make recommendations for the creation of a Charter for the MDHA, and persons
who would serve on its Board of Governors. Ultilizing either of the above approaches,
and within 180 days of initiation, the task is to create recommendations for a Board
Charter that will address the organization, operations, composition, term limits, rules, and
all other issues relating to the operation of the MDHA and the formation and functions of
the MDHA Board of Governors. The Charter shall include provision for a General
Counsel, whose sole client is the MDHA, and who may not be an employee of the
County. The MDHA Board of Governors, when HUD relinquishes possession of
MDHA, will be charged with the oversight and governance of the MDHA. This Board of
Governors will be an independent group that will control all funding for the MDHA.
There may be no County control of the Board or MDHAs operations. This Charter and
the recommended Board of Governors will be subject to HUD prior written approval.

3. Within 60 days of the execution of this document, MDHA staff shall create a
document to be called the MDHA Recovery Plan. This Plan will address the
identification, implementation steps, and schedule to address immediate, short-term, and
long-term action items necessary to improve financial management, independent audits,
property management, development, maintenance, modernization, general management
processes, occupancy, resident services, and Section 8§ management. The MDHA
Recovery Plan is subject to HUD prior written approval. The Plan will include a
provision for obtaining the recommendations of the accounting firm discussed in
paragraph 5 below, and address the matters discussed in paragraphs 6-8 below.

4. Once HUD has determined the correct amount of impacted funds, the County
shall develop and implement a repayment plan, acceptable to HUD, that reimburses
MDHA for all HUD funds that were improperly transferred from MDHA to the County.

5. The County shall provide funds for the services of a major accounting firm,
approved by HUD, to provide recommendations for the overhaul of the financial
management practices of the MDHA. The selected accounting firm will provide
assistance regarding the financial management and operations (tracking, reporting,
budgeting, timely accomplishment and overall effectiveness of strategies and initiatives)
of the MDHA and guidance in financial management systems, PHAS financial indicators,
annual audit, financial planning, generally accepted accounting principles, financial
policies, and internal controls.

6. MDHA staff shall develop a plan to enhance the general management over the
operations of the MDHA (Public Housing and Section 8) and all of its subsidiaries or
joint venture partnerships.

7. MDHA staff shall update existing management guidelines, policies and plans,
personnel management systems, information technology systems, and procurement



systems, methods, and procedures to effect procedures appropriate to carry out policies
and programs consistent with current HUD regulations and sound management practices.

8. MDHA staff shall retain, train, or if necessary, recruit, permanent, competent,
responsible staff, including but not limited to, the executive management staff, legal staff,
technical support staff, maintenance staff, clerical staff, and any other personnel,
necessary to operate the MDHA.

9. MDHA staff shall carry out items contained in the MDHA Recovery Plan;
prepare and submit all reports required by the Department of Housing and Urban
Development (HUD); prepare and submit applications for funding to HUD and other
available sources.

10.  MDHA staff shall develop a comprehensive Development Plan that will address
finances, plans, schedules, and implementation strategies for the completion of
development activities for which HUD grant monies have been awarded.

11.  MDHA staff shallrdevelop a comprehensive plan to address resident services.

12. The County shall reimburse HUD for the recent audit services performed by
Deloitte and Touche LLP.on MDHA.

C. MODIFICATION OF AGREEMENT
This Agreement may be modified by written agreement of the County and HUD.

D. INTEGRATION CLAUSE

This Agreement shall express the entire agreement of the parties hereto, written or oral
with respect to the subject matter hereof. If there is any conflict between this Agreement
and a provision of any other existing agreement, the provisions of this Agreement shall
prevail.

E. TERM OF AGREEMENT

This Agreement shall terminate at such time that the Secretary determines that the
MDHA has built sufficient capacity to be self-supportive.

F. SEVERABILITY

If any part of this Agreement is found to be contrary to law, that part may be
severed from the Agreement and the remainder of the Agreement shall remain in full
force and effect. The remaining Agreement shall be construed as far as is lawful and
practicable to enforce the overall intent of the original Agreement.

Qs



G. DEFAULT

If, in its sole discretion, HUD determines that any of the terms of this agreement have
been violated, the agreement will be deemed null and void and HUD may exercise any
and all such rights and remedies as available under federal law.

Alphonso Jackson Date
Secretary, Department of Housing and Urban Development

Carlos Alvarez Date
Mayor, Miami-Dade County

Bruno Barreiro Date
Chairman, Miami-Dade Board of County Commissioners



ATTACBMENT B

'Approi?e@'( r%\ : Agend . No. 11(A)(45)

omored == 3-6-07 OFFICIAL FILE copy
o CLERK OF THE BoARp
NCSF COUNTY COMMISSIONERS
AMI-DADE COUNTY, FLORIDA

RESOLUTION NO. R-305-07

RESOLUTION URGING THE U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT (“HUD”) TO LEAVE CONTROL OF
MIAMI-DADE COUNTY’S FEDERALLY ASSISTED HOUSING
PROGRAMS WITH MIAMI-DADE COUNTY; AND FURTHER
URGING HUD NOT TO PLACE OR SEEK THE PLACEMENT OF
MIAMI-DADE HOUSING AGENCY IN RECEIVERSHIP OR
REQUIRE THE EXECUTION OF A COOPERATIVE ENDEAVOR
AGREEMENT

WHEREAS, the Miami-Dade Housing Agency (“MDHA”) has been the focus ;>f a seriés of
investigations, which have raised serious concerns regarding that department’s operations and
management of the housing programs in Miami-Dade County; and

WHEREAS, the County conducted an independent_ investigation through this Board’s
" Affordable Housing Ad Hoc Committee and the Office of the County Manager’s MDHA Management
Assistance Team; and -v

WHEREAS, as a result of these investigations by the County numerous measures have been
taken to address and correct the deficiencies in the department which are still on-going; and

WHEREAS, some of these measures include the appointment of a new director and
management team to operate the department; the restructuring of the departments archaic database
system; the development of a system to expedite the processing of applicants oﬁ MDHA’s two waiting
lists; and the approval and allocation of a&ditional non-federal funds to expedite the repair and
maintenance of public housing units in order to reduce the vacancy rates; and

WHEREAS, on January 29, 2007, the U.S. Department of Housing and Urban Development
(“HUD”) released its first audit detailing its findings with respect to the financial management,
accounting and record keeping by MDHA; and

WHERFEAS, this audit expressed concerns about MDHA’s performance in these areas; and

D
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- WHEREAS, following this audit HUD officials have suggeéted to the County the possibility of
a federal HUD Receivership or Cooperétive Endeavor Agreement, which effectively wrests control of
the County’s federally assisted housing programs and places it with HUD; and

WHEREAS, any takeover by the federal government would not be in the best interest of
Miami-Dade County or the residents living in federally assisted housing; and | —

WHEREAS, the County has demonstrated its commitment and ability to address and correct
the financial and operational deficiencies mentioned by HUD’s audit and the County’s independent
investigations by taking the actions detailed above; and

WHEREAS, the Counfy remains committed to correcting these deficiencies through all
available means, including working in concert with HUD, the residents of its federally assisted
programs and their advocates to provide decent, safe and affordable housing to the residents of Miami-
Dade County in a ﬁécally sound manner, |

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF COUNTY
COMMISSIONERS OF MIAMI-DADE COUNTY, FLORIDA, that this Board:

Section 1. Strongly urges the U.S. Housing and Urban Development to leave control of
Miami-Dade County’s federally assisted housing programs with Miami-Dade County; and further
urges HUD not to place or seek the placement of MDHA in Receivership or require the execution of a
Cooperative Endeavof Agreement.

Section 2. Directs the Clerk of the Board to transmit a certiﬁed.copy of this resolution to
the members of the Miami-Dade County Congressional Delegation and to the Secretary of the U.S.
Department of Housing and Urban Development.

Section 3. Directs the County’.sn federal lobbyists to advocate for the Board’s directive set
forth in Section 1 above, and directs the Office of Intergovernmental Affairs to include this item in the

2007 Federal Legislative Package.
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- The foregoing resolution was sponsored by Commissioner Audrey M. Edmonson and offered

by Commissioner Audrey M. Ednmonsm , who moved its adoption. THe motion was seconded by

Commissioner  Sally A. Heyman and upon being put to a vote, the vote was as follows:

Bruno A. Barreiro, Chairman . aye
Barbara J. Jordan, Vice-Chairwoman aye

Jose "Pepe" Diaz absent Audrey M. Edmonson  aye

Carlos A. Gimenez  aye Sally A. Heyman aye

Joe A. Martinez absent Dennis C. Moss aye

Dorrin D. Rolle aye Natacha Seijas aye

Katy Sorenson aye Rebeca Sosa aye

Sen. Javier D. Souto nay

The Chairperson thereupon declared the resolution duly passed and adopted this 6% day of
March, 2007. This resolution shall become effective ten (10) days after the date of its adoption unless

vetoed by the Mayor, and if vetoed, shall become effective only upon an override by this Board.

MIAMI-DADE COUNTY, FLORIDA
BY ITS BOARD OF

COUNTY COMMISSIONERS
HARVEY RUVIN, CLERK
Deputy Clerk
Approved by County Attorney as ]
to form and legal sufficiency. (‘)\/M -
Terrence A. Smith
-



ATTACHMENT C

MIAMI-DADE COUNTY, FLORIDA

March 20, 2007

Mr. Robert M. Couch

Acting General Counsel

US Department of Housing and Urban Development
451 7 Street, SW, Room 10110

Washington, DC 20410-0500

Dear Mr. Couch:

Please consider this our response to your March 6, 2007 letter. At the outset, please understand that we
would fike to continue working with you in a constructive and cooperative manner. Accordingly, here are
our preliminary comments.

Requiring the County to execute a Cooperative Endeavor Agreement (“CEA”") is not appropriate and is
certainly premature. Historically, the U.S. Department of Housing and Urban Development (“HUD”) has
required public housing authorities (“PHA”) to execute a CEA where there is evidence of either physical
deterioration in their public housing units or a series of continued violations of the Fair Housing Act.
Generally, administrative or financial problems of the sort described in the Deloitte & Touche audit report
on MDHA do not constitute an independent basis for requiring a CEA and/or receivership. Moreover, in
the few cases where administrative problems have been identified by HUD, HUD has typically piaced
only a particular program in receivership, and then only after a period of increased HUD technical
assistance.

Unlike the PHAs which are currently under judicial or administrative receivership or have executed a
CEA, the County is more than capable of, and committed to, addressing and resolving the deficiencies in
Miami-Dade Housing Agency (“MDHA”), including but not limited to, providing the necessary resources,
financial and otherwise, and working in a cooperative effort with HUD, the residents we serve and their
advocates. To this end, for more than nine months the County has taken positive steps to address and
resolve MDHA's deficiencies.

The first step taken by the County Manager was the appointment of the MDHA Management Assistance
Team (“MAT”) to assess the concerns raised about MDHA. Second, after the initial MAT report was
delivered on July 18, 20086, the County quickly responded by terminating six top management officials
while continuing to evaluate management and oversight issues. The MAT released its second report on
September 15, 2006, which outlined additional concerns, identified areas of improvement, made
recommendations for policy changes, and put forth further administrative and managerial changes.
During that time, the MAT requested technical assistance from HUD, procured the services of a
nationally recognized PHA consulting firm, Quadel, and initiated the recruitment of senior management
positions in MDHA. Additionally, as issues of concern warranted a higher degree of scrutiny, the County
turned them over to the Office of the State Attorney, the County's Office of Inspector General, the Miami-
Dade Public Corruption Unit, and the County’s Department of Audit and Management Services, as
appropriate. This has resulted in recent arrests as well as the return of County dollars and County land.

STEPHEN P. CLARK CENTER, 111 N.W. FIRST STREET, SUITE 2910, MIAMI, FLORIDA 33128-1994 - {305) 375-5071 - FAX (305) 375-3618
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The County’s efforts did not stop here. The County Manager appointed a new director who has hired
a new management team with extensive knowledge of federal housing programs to operate the
department. The new management team is restructuring MDHA’s database system, developing
expedited processing of applicants on MDHA's waiting lists, and is utilizing non-federal funds
allocated by the Board of County Commissioners to expedite the repair and maintenance of public
housing units in order to reduce the vacancy rates.

In an effort to continue the overhaul of MDHA, staff has taken further steps 1o ensure concrete and
effective changes are made, including the recent removal of top management staff in the Private
Rental Division, which administers the Section 8 Housing Choice Voucher Program. In addition,
MDHA has brought in Quade! as consultants to assist in the operations of the Section 8 program
without interrupting the services provided to Section 8 recipients. Additionally, Casterline and
Associates, a well-established and highly recognized CPA firm that specializes in the accounting
practices of PHAs, will be working with MDHA to assist with other accounting functions and to
recommend further changes to our accounting structure, internal controls, policies and procedures,
budgetary practices and to suggest any improvement in process flow. The County has also taken
initial steps to bring in a new audit firm to conduct our 2007 external audit.

While we recognize that much more is required to bring MDHA to a level that is acceptable to the
County officials and administration, HUD and the public, we cannot move forward without the full
cooperation of HUD. In this spirit of cooperative teamwork, the County is prepared to discuss with
HUD the possibilities of executing a Memorandum of Understanding (“MOU"). We believe that an
MOU will allow HUD to have the involvement it seeks to ensure that the County, acting through
MDHA, continues to address the issues which led to the problems we mutually face today. An MOU
rather than a CEA provides a true “cooperative” arrangement and yet holds the County to time certain
requirements for deliverables.

We further recognize that the County must address the future of MDHA. Consequently, we have
prepared the enclosed draft Improvement Plan (“Pian”) for your review. This Plan addresses many of
the concerns raised by HUD, the MAT and the Board of County Commissioners. We look forward to
your review and comments as we would like to publicly release the Plan for public comment.

While there are significant undeniable issues which need to be addressed, we have made substantial
strides towards addressing and correcting those issues. The County has committed its full cadre of
resources - technical, financial, and human - to correcting the problems and making its housing a
model for the nation. As part of this effort, the Board of County Commissioners has approved the
allocation of County funds to subsidize federal reductions and further support the community’s
housing needs. We only ask that we be allowed to move forward towards that end.

We look forward to discussing the option of an MOU and the on-going day-to-day issues with you at
your earliest possible date.

Attachment

(e 2 —

Honorable Carlos Alvarez - Honorable Chairman Bruno A. Bkrreiro
Mayor Board of County Commissioners

c: Honorable Vice-Chair Barbara J. Jordan
and Members, Board of County Commissioners
George M. Burgess, County Manager
Murray Greenberg, County Attorney
Members, State and Federal Delegation
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B3/26/2087 14:27 OFFICE OF GENERAL COUNSEL + 913053751262 NO. 287 raz2

ATTACHMENT D
é’ .’winru »
e 1 :% . U.S. DEPARTMENT QF HOUSING AND URBAN DEVELOPMENT
% c ‘ WASHINGTON, DC 204300500
q"‘uw”“
OFFICE OF GENERAL COUNSEL
March 26, 2007

Via E-Mail, Facsimile and Overnight Delivery

Miami-Dade County Mayor Carlos Alvarez
Office of the Mayor

Stephen P, Clark Center

29th Floor

1T N.W. 1* Street

Miami, FL 33128

Bruno A. Barreiro

Chairman

Miami-Dade County Board of County Commissioners
Stephen P, Clark Center

Suite 220

111 N.W. 1* Streer

Miami, FL 33128

Dear Mayor Alvarez and Chairman Bayreiro:

I am in receipt of your letter of March 20, 2007 and
therein.

improvement plan* enclosed

In my letter to you of March S, 2 7, L asked that by April 4, 2007, you previde HUD with
detailed comments concerning tHe discussion draft Cooperative Endeavor Agreement (“CEA™)
enclosed in my March 5 letter. Todate, HUD has not receiv Ginments on the specific
provisions of the proposed CEA. E feves that the best means of moving this
process forward would be for the County to respond to HUD's request for comments on the
specilic provisions of the proposed CEA within 30 days of my March 5 letter, Please indicate
the County’s willingness to enter into the CBA as proposed, or provide the County’s specific
-commens fo the CEA as worded, by April 4,

HUD looks forward to the County’s response.

Very truly yours,

Robert M. Couch
Acting General Counsel

cc: Asgistant Secretary Cabrera
County Manager George Burgess (via e-mail, facsimile and overnight mail)

www.hud.gov espanal.hud.gov
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MIAMI-DADE COUNTY, FLORIDA

April 2, 2007

Mr. Robert M. Couch

Acting General Counsel

US Department of Housing and Urban Development
451 7 Street, SW, Room 10110

Washington, DC 20410-0500

Dear Mr. Couch:

This is in response to your letter dated March 26, 2007 where you ask the County to provide
comments on the specific provisions of the proposed Cooperative Endeavor Agreement (“CEA").
As noted in our previous letter sent to you on March 20, 2007, we responded to your CEA;
however, it was not a mark-up of the CEA. Our response was in the format of what was
acceptable to the County, a letter that outlined our concerns and offered a solution which for us isa
Memorandum of Understanding ("MOU").  As noted in our first letter, we would like to continue

working with you in a constructive and cooperative manner.

Requiring the County to execute a CEA is not acceptable at this time. However, we have followed
your request and red-lined the CEA.

As stated in our previous letter, the County is more than capable of, and committed to, addressing
and resolving the deficiencies in Miami-Dade Housing Agency (“MDHA”"), including but not limited
to, providing the necessary resources, financial and otherwise, and working in a cooperative effort
with HUD, the residents we serve and their advocates. To this end, for more than nine months the
County has taken positive steps to address and resolve MDHA's deficiencies.

We recognize that more is needed to bring MDHA to a level that is acceptable to County officials
and administration, HUD, and the public, but we cannot move forward without the full cooperation
of HUD. In this spirit of cooperative teamwork, the County is prepared to discuss with HUD the
possibilities of executing the proposed MOU. We believe that this MOU allows HUD to have the
involvement it seeks to ensure that the County, acting through MDHA, continues to address the
issues which led to the problems we mutually face today. This MOU provides a true “cooperative”
arrangement and yet holds the County to time certain requirements for deliverables. While there
are significant undeniable issues which need to be addressed, we have made substantial strides
towards addressing and correcting those issues. The County has committed its full cadre of
resources - technical, financial, and human - to correcting the problems and making its housing a
model for the nation. As part of this effort, the Board of County Commissioners has approved the
allocation of County funds to subsidize federal reductions and further support the community’s
housing needs. We only ask that we be allowed to move forward towards that end.

2.2



Mr. Robert M. Couch
Page 2

We look forward to discussing the option of an MOU and the on-going day-to-day issues with you k
at your earliest possible convenience. :

Attachment

Honorable Carlos Alvarez Honorable Chairman Bruno A. Rarreiro
Mayor Board of County Commissioners
C: Honorable Vice-Chair Barbara J. Jordan

and Members, Board of County Commissioners
George M. Burgess, County Manager '
Murray Greenberg, County Attorney

Members, State and Federal Delegation

3
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AND
MIAMI-DADE COUNTY

This Memorandum of Understanding (MOU) is entered into this day of«---

] 2007, by and between Miami-Dade County (“County”) and the United States ;-
Department of Housing and Urban Development (“HUD?). The signatories to this MOy, \

are the Honorable Carlos Alvarez (Mayor), the Honorable Bruno Barreiro (Chalrman of ° S

Miami-Dade Board of County Commissioners), and the Honorable Alphonso Jackson,

Secretary of HUD (Secretary).

RECITALS

WHEREAS, -HUD has determined that the Miami-Dade Housing Agency
(“MDHA™), a department of the County, among its various functions, manages the public
and subsidized housing operations in the Miami-Dade County, has been under substantial
scrutiny over the past year due to high levels of press activity which alluded to
allegations of mismanagement: and

WHEREAS, MDHA has been the focus of a series of external investigations at
the request of the County, which have raised serious concerns regarding that
department’s operations and management of the housing programs in Miami-Dade

County; and

WHEREAS, the County conducted Several independent reviews and reports . -

through the County Manager s MDHA Management Assistance Team and determined a

WHEREAS, as a result of these investigations by the County, numerous
measures have and are being taken to address and correct the deficiencies in the
department including the dismissal of six high-level staff : and

WHEREAS, some of these corrective actions include the appointment of a new
director and management team to operate _the department, the restructuring of the
departments database system; the development of a system to expedite the processing of
applicants on MDHA’s waiting lists; and the approval and allocation of additional non-
federal funds to expedite the repair and maintenance of public housing units in order to
reduce the vacancy rates: and

, WHEREAS. on Jariuary 29, 2007, HUD released an audit conducted by Deloitte
& Touche detailing its findings with respect to the financial management, accountmg and
record keeping by MDHA; and
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WHEREAS, the County has demonstrated its commitment and ability to address
and correct the financial and operational deficiencies mentioned by HUD’s audit and the
County’s independent investigations by taking the actions detailed above; and

WHEREAS, the County remains committed to comrecting these deficiencies
through all available means, including working in concert with HUD, the residents of its
federally assisted programs and their advocates and providing decent, safe and affordable

Deleted: WHEREAS, HUD bhas
determined that the Miami-Dade Housing
1 | Authority (MDHA)

J
!

/¢ Formatted: lustified, Indent: First

‘I linez 0.5"

housing is provided to the residents of Miami-Dade County in a fiscally sound manner,

ARTICLE 1

1.1 The term of this MOU shall commence on the last date of execution by the parties

and continue until
either party pursuant to Article VII below.

1.2 The parties agree that time is of the essence in the performance of each and every

obligation under this MOU.

ARTICLE IT
RESPONSIBILITIES OF THE PARTIES

2.1 The County and HUD agree to facilitate the achievement of the objectives of this

Agreement.

2.2 In order to_implement this MOU, HUD will work with MDHA staff. as

appropriate, to undertake and complete the following priorities:

Within sixty (60) days of the execution of this MOU, MDHA staff shall
create a document to be called the MDHA Improvement Plan

identification, implementation steps, and schedule to_address immediate,
short-term, and long-term action items necessary to improve financial
management, independent audits, property management, development,

\
\
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/| operational inefficiencies related to
J/ / financial management. MDHA has failed
W e e e = /’ to account for the sources, uses and
. ’ balances of individual program funds.

"

X procedures that have negatively impacted
TERM OF THE MOU

[N MDHA’s implementation of its federal

- 0l the Ward Towers project permanent
.2 ,_unless terminated by project p

h Carver project is unacceptably delayed

L

;+ { Deleted: has been mismanaged, as is
'/ /| evidenced by poorly defined and
,‘ s | executed business practices and

Moreover, MDHA has failed to adhere to
its budget, and instead has incurred
obligations substantially in excess of
available funds. This has caused delays
in MDBA’s payment of financial
obligations, and ultimately necessitated
substantial infusion of County funds; §

WHEREAS, this mismanagement is
further evidenced by processes and

grant funding, resulting in substantial
\ delays in completing the Ward Towers
and Scott Carver projects. Specifically,

M closing is in jeopardy and the Scott

| with no current development contract in
" place to complete the project; . §

9
n WHEREAS, HUD has also determined
Wy that the MDHA has mismanaged its
%y | Housing Choice Voucher program
(HCV), as evidenced by poorly deﬁn(
y, | and executed business practices and \
Y1y .| operational inefficiencies related to
financial management. The HCV
4, | program, for both administrative fees and
Yy | housing assistance payments, was
operated at a significant deficit through
2005. In 2006, due to underutilization of
vouchers, MDHA had a large Housing
Assistance Payment (HAP) surplus. This
surplus was erroneously used to offset the
large deficits from prior years, which is
disallowed;
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maintenance, modernization, general management processes, occupancy,

resident services, and Section 8 management. The MDHA Improvement
- Plan is subject to HUD’s prior written approval, which approval shall not
be unreasonably withheld.

b. The County shall use additional outside consultants with expertise in
Public Housing Administration to provide assistance with reviews and

systems, process and procedures as well as trainin; r of HUD programs.

C. MDHA _staff review all other HUD operations and develop a plan to
address the general management over the operations of the MDHA (Public
Housing and Section 8).

d. MDHA staff shall update existing management guidelines, policies and

plans, personnel management systems, information technology systems,
and procurement systems, methods, and procedures to effect procedures
appropriate to carry out policies and programs consistent with current
HUD regulations and sound management practices

e. MDHA _staff shall develop a comprehensive HOPE VI Plan that will
address finances, plans, schedules, and implementation strategies for the

completion of HOPE VI activities for which HUD grant monies have been

awarded.

f. MDHA staff shall develop a Rcsidént Services Plan to address all related
resident services issues.

g, MDHA staff shall prepare and submit all reports required by HUD and+-- >v{ Formatted: Indent: Left: 0.5",

prepare and submit applications for funding to HUD and other available
sources.

ARTICLE 111
PROJECT MANAGEMENT AND NOTICE

3.1 The Project Manager for the HUD is the \
, telephone number (305) 961-9156.
The Project Manager for the County is Kris Warren, Director, Miami-Dade
Housing Agency, 1401 N.W. 7" Street, Miami, Florida 33125. The parties shall
direct all matters arising in connection with the performance of this MOU. other
than notices, to the attention of the Project Managers for attempted resolution or
action.  The Project Managers. shall be responsible for overall coordination and
oversight relating to the performance of this MOU.

3.2 All notices; demands, or other communications to the HUD under this MOU shall
be in writing and shall be deemed received if sent by certified mail to:
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United States Department of Housing and Urban Development

All notices, demands, or other communications to the Miami-Dade County under

this MOU shall be in writing and shall be deemed received if sent by certified
mail to:

Miami-Dade County

111 N.W. 1* Street, Suite 2900
Miami, Florida 33128

Attn: County Manager

With a copy to:

Miami-Dade County Attorney’s Office

111 N.W. I Street, Suite 2810
Miami, Florida 33128

Attn: County Attorney

The HUD and the Cbuntv shall also provide a copy of all notices to the Project+ - - - ‘[Formatted: Indent: Left: 0.5

Managers. _All notices required by this MOU shall be considered delivered upon
receipt. Should any party change its address, written notice of such new address
shall promptly be sent to the other parties.

ARTICLE IV
INDEMNIFICATION

4.1 The HUD assumes any and all risks of personal injury, bodily injury and property
damage_attributable to the negligent acts or omissions of the HUD and the
officers, employees, servants, and agents thereof. . The HUD warrants and
represents that it is self-funded for liability insurance., or has liability insurance,
both public and property, with such protection being applicable to the HUD
officers, emplovyees, servants and agents while acting within the scope of their
employment with the HUD.

4.2 __The County assumes any and all risks of personal injury, bodily injury and
property damage attributable to the negligent acts or omissions of the County and
the officers, employees, servants, and agents thereof. The County warrants and
represents that it is self-funded for liability insurance, or has liability insurance,
both public and property, with such protection being applicable to the County
officers, employees, servants and agents while acting within the scope of their
employment with the County.

Draft 03-29-07 - . ' 4
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43 The HUD and the County further agree that nothing contained herein shall be
construed to interpret as (1) denving to either party any remedy or defense
available to such party under the laws of the State of Florida; (2) the consent of
the United States or its agents and agencies to be sued; (3) the consent of the
State of Florida or its agents and agencies to be sued: or (4) a waiver of sovereien
immunity of the State of Florida beyond the waiver provided in Section 768.28,
Florida Statutes.

ARTICLE YV
INSURANCE
5.1 The_parties hereto_acknowledge that the County is a self-insured governmental« - - - Formatted: Indent: Left: 0",
entity subject to the limitations of Section 768.28. Florida Statues. The County f:yg;"g;%ﬁkt?e‘iitxgesg‘lgbfrgd;
shall maintain a fiscally sound and prudent risk management program with regard - + Start at: 1 + Alignment: Left +
to their obligations under this MOU in accordance with the provisions of Section Aligned at: 0.5" + Tab after: 0.75"
768.28, Florida Statutes. The County shall collect and keep on file documentation ;gnfeNn;ta; 8j§§~’ Tobs: 05 Lkt

of insurance of any and all contractors contracted to provide the services or
product used in conjunction with this MOU in any way. The County shall further
require all contractors to include HUD as a named insured and shall provide the
HUD with a copy of the insurance policy purchased by any contractor prior to
commencement of the Services.

- - ‘[Formatted: Indent: Left: 0", First

5.2 The parties hereto acknowledge that the HUD is a self-insured sovernmentals - - line: 0"

entity. HUD shall maintain a fiscally sound and prudent risk management Formatted: Indent: Left: 07,
. A N - ; Hanging: 0.5", Outline numbered +
program with regard to their obligations under this MOU Level: 2 + Numbering Style: 1, 2, 3,
... + Start at: 1 + Alignment: Left +
Aligned at: 0.5" + Tab after: 0.75"
AR;TIQL_M + Indent at: 0.75", Tabs: 0.5", List

TERMINATION/REMEDIES tab + Not at 0.75"

6.1 __ If any party fails to fulfill its obligations under this MOU in a timely and proper
manner, the other parties shall have the right to terminate their participation under
this MOU by giving written notice of any deficiency. The party in default shall
then have thirty (30) calendar days from receipt of notice to correct the
deficiency. If the defaulting party fails to correct the deficiency within this time,
this MOU shall terminate at the expiration of the thirty (30) day time period.

6.2 Any party may terminate this MOU at any time for convenience upon ninety (90)

calendar days prior written notice to the other party. Anvy such termination shall
be effected by delivery to the other of a Notice of Termination specifying the
extent to which performance of work under the MOU is terminated, and the date
upon which such termination becomes effective.

6.3 In the event a dispute arises which the Project Managers cannot be resolve
between themselves, the parties shall have the option to submit to nonbinding
mediation. The mediator or mediators shall be impartial, shall be selected by

Draft 03-29-07 5
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parties, and the cost of the mediation shall be borne equally by the parties. The
mediation process shall be confidential to the extent permitted by law.

6.4 This MOU has no third-party beneficiaries (intended or incidental). who may
enforce obligations of any party should the MOU be terminated.

ARTICLE VII
RECORDS RETENTION/OWNERSHIP

The HUD and the County shall maintain records and each party shall have
inspection and audit rights as follows:

7.1.  Maintenance of Records: All parties shall maintain all financial and non-financial~ - - - A Formatted: Indent: Left: 0"

records and reports directly or indirectly related to the negotiation or performance
of this MOU including supporting documentation for any service rates, expenses,
research or reports. Such records shall be maintained and made available for
inspection for a period of five (5) years from the expiration or termination.date of
this MOU.

7.2. Examination of Records: All parties or their designated agents shall have the«- - - { Formatted: Indent: Left: 0"

)

right to examine in accordance with generally accepted governmental auditing
standards all records directly or indirectly related to this MOU. Such examination
may be only within five (5) years from the expiration or termination of this MOU
and upon reasonable notice, time and place,

7.3.  Extended Availability of Records for Legal Disputes: In the event that any party«- - - {Formatted: Indent: Left: 0"

B

should become involved in a legal dispute with a_third party arising from
performance under this MOU, the other parties shall extend the period of
maintenance for all records relating to this MOU until the final disposition of the
legal dispute, and all such records shall be made readily available.

14. Exemption: Any and all information not subject to disclosure under federal« - - - A{ Formatted: Indent: Left: 0"

J

law, including but not limited to_any and all criminal intelligence any and all
criminal investigative information, any and all law enforcement relation
information obtained, retained or created by the HUD is exempt from th
requirements of this Article and is outside the scope of this MOU. ’

ARTICLE VIII
STANDARDS OF COMPLIANCE

8.1 The HUD and the County, their emplovees, subcontractors, partners or assigns,
shall comply with all applicable federal, state, and local laws and regulations
relating to the performance of this MOU to which their activities are subject.

Draft 03-29-07 ' 6
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8.2 The County shall allow public access to all project documents and materials it
maintains in accordance with the provisions of Chapter 119, Florida Statutes.
Should the County assert any exemptions to the requirements of Chapter 119 and
related statutes, the burden of establishing such exemption, by way of injunctive

or other relief as provided by law, shall be upon the County.

8.3 All parties assure that no person shall be excluded on the grounds of race, color,
creed, national original, handicap, age, sex, marital status, or sexual orientation,
from participation in, denied the benefits of, or be otherwise subjected to
discrimination in any activity under this MOU. All parties shall take all measures
necessary to effectuate these assurances.

ARTICLE IX ‘
RELATIONSHIP BETWEEN THE PARTIES

9.1 ‘The HUD and the County are independent contractors. No party is an employee .
or agent of any other party. Nothing in this MOU shall be interpreted to establish
any relationship other than that of independent contractors, between HUD and the
County, or between their respective employees, agents, subcontractors, partners.
or assigns, during or after the performance of this MQU.

9.2 This MOU is between the Parties; no duty, responsibility, obligation, benefit or
other interest provided for herein shall be assigned or assignable by either Party to
any person or entity without the express written consent of the other Party.

ARTICLE X
GENERAL PROVISIONS

10.1 _Notwithstanding any provisions of this MOU to the contrary, the parties shall not« - - -
be held liable for any failure or delay in the performance of this MOU that arises
from fires, floods, strikes, embargoes, acts of the public enemy. unusually severe
weather, outbreak of war, restraint of Government, riots, civil commotion, force
majeure, acts of God, or for any other cause of same character which is
unavoidable through the exercise of due care and bevond the control of the
parties. Failure to perform shall be excused during the continuance of such
circumstances, but this MOU shall otherwise remain in effect.

-
-

10.2 HUD retains all rights granted under applicable statutes, regulations and the ACC="~
and will conduct audits, reviews, or assessments as_appropriate or required by
statute or program regulations.

10.3  In the event any provisions of this MOU shall conflict, or appear to conflict, the= - =~
MOU, including all exhibits, attachments and all other documents specifically
incorporated by reference, shall be interpreted as a whole to resolve any

inconsistency. :
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Carlos Alvarez Date
Mayor, Miami-Dade County -

Bruno Barreiro " Date
Chairman, Miami-Dade Board of County Commissioners
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A. COOPERATIVE ENDEAVOR REPRESENTATIVES' SCOPE AND

AUTHORITY TO ACT

1. The County and HUD shall take all necessary actions to facilitate achievement of the
objectives of this Agreement.

s

dge - a0 a0 e ;00 B
2. The County and HUD acknowledge that MDHA is in substantial breach of its Annual
Contributions Contract (ACC), and that such breach constitutes a substantial default
within the meaning of 24 C.F.R. § 902.79.
BN RSN AR i . §

. D and the County acknowledge that HUD has authority, pursuant to 24 C.F.R. §
902.83 to require MDHA to make other arrangements for the management of public
housing. The parties further acknowledge that HUD has authority pursuant to 24
C.F.R. § 902.83 and the ACC to assume possession of and operational responsibility for
public housing.

4. The County shall, upon execution of the CEA by all parties, immediately transfer
possession and control of all MDHA's assets, projects and programs to HUD. The
County Commissioners shall also relinquish all control over the MDHA. The Secretary
appoints Donald J. LaVoy or his/her designee, to fulfill duties as the Board of MDHA,
with the title of Recovery Administrator. :

5. The Cdunty xecutive and the Board of County Commissioners at their option mayr
appoint an Advisory Board. The purpose of the Advisory Board is to provide input to the
Recovery Administrator and not to engage in the day-to-day management of MDHA.

6. HUD retains all rights granted under applicable statutes, regulations and the ACC and
will conduct audits, reviews, or assessments as appropriate or required by statute or
program regulations.

B. SPECIFIC ACTIONS

In order to implement this Agreement, HUD, with the assistance of the County, will work
with MDHA staff, as appropriate, to undertake and complete the following priorities:

1. Within 60 days of the execution of this document, the County will develop a
separation plan that outlines actions necessary to separate the MDHA from the County
- and establish it as an independent entity, including the transfer of title to all MDHA
properties, transfer of all other assets of MDHA, the transfer of the pension fund(s)
applicable to MDHA employees and the promulgation of County code changes necessary
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for the creation of an independent MDHA. Upon written HUD approval of the separation
plan, the County must implement the plan within 180 days.

2. Within 60 days of the execution of this document, the County shall either impanel
an independent body of responsible local citizens or within its own resources compose a
group to make recommendations for the creation of a Charter for the MDHA, and persons
who would serve on its Board of Governors. Utilizing either of the above approaches,
and within 180 days of initiation, the task is to create recommendations for a Board
Charter that will address the organization, operations, composition, term limits, rules, and
all other issues relating to the operation of the MDHA and the formation and functions of
the MDHA Board of Governors. The Charter shall include provision for a General
Counsel, whose sole client is the MDHA, and who may not be an employee of the
County. The MDHA Board of Governors, when HUD relinquishes possession of
MDHA, will be charged with the oversight and governance of the MDHA. This Board of
Govemnors will be an independent group that will control all funding for the MDHA.
There may be no County control of the Board or MDHA’s operations. This Charter and
the recommended Board of Governors will be subject to HUD prior written approval.

3. Within 60 days of the execution of this document, MDHA staff shall create a
document to be called the MDHA Recovery Plan. This Plan will address the
identification, implementation steps, and schedule to address immediate, short-term, and
long-term action items necessary to improve financial management, independent audits,
property management, development, maintenance, modernization, general management
processes, occupancy, resident services, and Section 8 management. The MDHA
Recovery Plan is subject to HUD prior written approval. The Plan will include a
provision for obtaining the recommendations of the accounting firm discussed in
paragraph 5 below, and address the matters discussed in paragraphs 6-8 below.

4. Once HUD has determined the correct amount of impacted funds, the County
shall develop and implement a repayment plan, acceptable to HUD, that reimburses
MDHA for all HUD funds that were improperly transferred from MDHA to the County.

5. The County shall provide funds for the services of a major accounting firm,
approved by HUD, to provide recommendations for the overhaul of the financial
management practices of the MDHA. The selected accounting firm will provide
assistance regarding the financial management and operations (tracking, reporting,
budgeting, timely accomplishment and overall effectiveness of strategies and initiatives)
of the MDHA and guidance in financial management systems, PHAS financial indicators,
annual audit, financial planning, generally accepted accounting principles, financial
policies, and internal controls. :

6. MDHA staff shall develop a plan to enhance the general management over the

operations of the MDHA (Public Housing and Section 8) and all of its subsidiaries or
joint venture partnerships.
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7. MDHA staff shall update existing management guidelines, policies and plans,
personnel management systems, information technology systems, and procurement
systems, methods, and procedures to effect procedures appropriate to carry out policies
and programs consistent with current HUD regulations and sound management practices.

8. MDHA staff shall retain, train, or if necessary, recruit, permanent, competent,
responsible staff, including but not limited to, the executive management staff, legal staff,
technical support staff, maintenance staff, clerical staff, and any other personnel,
necessary to operate the MDHA.

9. MDHA staff shall carry out items contained in the MDHA Recovery Plan;
prepare and submit all reports required by the Department of Housing and Urban
Development (HUD); prepare and submit applications for funding to HUD and other
available sources.

10. MDHA staff shall develop a comprehensive Development Plan that will address
finances, plans, schedules, and implementation strategies for the completion of

development activities for which HUD grant monies have been awarded.

11. MDHA staff shall develop a comprehensive plan to address resident services.

12. The County shall reimburse HUD for the recent audit services performed by
Deloitte and Touche LLP on MDHA.

C. MODIFICATIO

This Agreement may be modified by written agreement of the County and HUD.

D. INTEGRATION CLAUSE

This Agreement shall express the entire agreement of the parties hereto, written or oral
with respect to the subject matter hereof. If there is any conflict between this Agreement
and a provision of any other existing agreement, the provisions of this Agreement shall
prevail.

E. TERM OF AGREEMENT

This Agreement shall terminate at such time that the Secretary determines that the
MDHA has built sufficient capacity to be self-supportive. : : S

F. "SEVERABILITY

If any part of this Agreement is found to be contrary to law, that part may be
severed from the Agreement and the remainder of the Agreement shall remain in full
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force and effect. The remaining Agreement shall be construed as far as is lawful and
practicable to enforce the overall intent of the original Agreement.

G. DEFAULT
If, in its sole discretion, HUD determines that any of the terms of this agreement have

been violated, the agreement will be deemed null and void and HUD may exercise any
and all such rights and remedies as available under federal law.
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MEMORANDUM OF UNDERSTANDING
BETWEEN :
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
: AND
MIAMI-DADE COUNTY

This Memorandum of Understanding (MOU) is entered into this day of

2007, by and between Miami-Dade County (“County”) and the United States

Department of Housing and Urban Development (“HUD”). The signatories to this MOU

are the Honorable Carlos Alvarez (Mayor), the Honorable Bruno Barreiro (Chairman of

Miami-Dade Board of County Commissioners), and the Honorable Alphonso Jackson,
Secretary of HUD (Secretary).

RECITALS

WHEREAS, HUD has determined that the Miami-Dade Housing Agency
(“MDHA?”), a department of the County, among its various functions, manages the public
and subsidized housing operations in the Miami-Dade County, has been under substantial
scrutiny over the past year due to high levels of press activity which alluded to
allegations of mismanagement; and

WHEREAS, MDHA has been the focus of a series of external investigations at
the request of the County, which have raised serious concerns regarding that
department’s operations and management of the housing programs in Miami-Dade
County; and

WHEREAS, the County conducted several independent reviews and reports
through the County Manager’s MDHA Management Assistance Team and determined a
high number of management issues; and

WHEREAS, as a result of these investigations by the County, numerous
measures have and are being taken to address and correct the deficiencies in the
department including the dismissal of six high-level staff; and

WHEREAS, some of these corrective actions include the appointment of a new
director and management team to operate the department, the restructuring of the
departments database system; the development of a system to expedite the processing of
applicants on MDHA’s waiting lists; and the approval and allocation of additional non-
federal funds to expedite the repair and maintenance of public housing units in order to
reduce the vacancy rates; and

WHEREAS, on January 29, 2007, HUD released an audit conducted by Deloitte
& Touche detailing its findings with respect to the financial management, accounting and
record keeping by MDHA; and
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WHEREAS, the County has demonstrated its commitment and ability to address

and correct the financial and operational deficiencies mentioned by HUD’s audit and the
County’s independent investigations by taking the actions detailed above; and

WHEREAS, the County remains committed to correcting these deficiencies

through all available means, including working in concert with HUD, the residents of its
federally assisted programs and their advocates and providing decent, safe and affordable
housing is provided to the residents of Miami-Dade County in a fiscally sound manner,

NOW, THEREFORE, the County and HUD, in consideration of the premises

and mutual covenants agree to the following:

1.1

1.2

2.1

2.2

ARTICLE 1
TERM OF THE MOU

The term of this MOU shall commence on the last date of execution by the parties
and continue until , 2 , unless terminated by
either party pursuant to Article VII below.

The parties agree that time is of the essence in the performance of each and every
obligation under this MOU.

ARTICLE II
RESPONSIBILITIES OF THE PARTIES

The County and HUD agree to facilitate the achievement of the objectives of this
Agreement.

In order to implement this MOU, HUD will work with MDHA staff, as
appropriate, to undertake and complete the following priorities:

a. Within sixty (60) days of the execution of this MOU, MDHA staff shall
create a document to be called the MDHA Improvement Plan
(Improvement Plan). In this Improvement Plan, MDHA will address the
identification, implementation. steps, and schedule to address immediate,
short-term, and long-term action items necessary to improve financial
management, independent audits, property management, development,
maintenance, modernization, general management processes, occupancy,
resident services, and Section 8 management. The MDHA Improvement
Plan is subject to HUD’s prior written approval, which approval shall not
be unreasonably withheld.

Draft 03-29-07 2
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b. The County shall use additional outside consultants with expertise in
Public Housing Administration to provide assistance with reviews and
recommendations for updating financial management practices and
systems, process and procedures as well as training of HUD programs.

c. MDHA staff review all other HUD operations and develop a plan to
address the general management over the operations of the MDHA (Public
Housing and Section 8).

d. MDHA staff shall update existing management guidelines, policies and
plans, personnel management systems, information technology systems,
and procurement systems, methods, and procedures to effect procedures
appropriate to carry out policies and programs consistent with current
HUD regulations and sound management practices

e. MDHA staff shall develop a comprehensive HOPE VI Plan that will
address finances, plans, schedules, and implementation strategies for the
completion of HOPE VI activities for which HUD grant momes have been
awarded.

f. MDHA staff shall develop a Resident Services Plan to address all related
resident services issues.

g. MDHA staff shall prepare and submit all reports required by HUD and
prepare and submit applications for funding to HUD and other available
sources.

ARTICLE 111
PROJECT MANAGEMENT AND NOTICE

3.1 The Project Manager for the HUD is the

, telephone number (305) 961 9156
The Project Manager for the County is Kns Warren, Director, Miami-Dade
Housing Agency, 1401 N.W. 7% Street, Miami, Florida 33125. The parties shall
direct all matters arising in connection with the performance of this MOU, other
than notices, to the attention of the Project Managers for attempted resolution or
action. The Project Managers shall be responsible for overall coordination and
oversight relating to the performance of this MOU.

32 All notices, demands, or other communications to the HUD under this MOU shall
be in writing and shall be deemed received if sent by certified mail to:

United States Department of Housing and Urban Development
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4.1

4.2

4.3

- All notices, demands, or other communications to the Miami-Dade County under

this MOU shall be in writing and shall be deemed received if sent by certified
mail to:

Miami-Dade County

111 N.W. 1* Street, Suite 2900
Miami, Florida 33128 ‘
Attn: County Manager

With a copy to:

Miami-Dade County Attorney’s Office
111 N.W. 1% Street, Suite 2810
Miami, Florida 33128

Attn: County Attorney

The HUD and the County shall also provide a copy of all notices to the Project
Managers. All notices required by this MOU shall be considered delivered upon
receipt. Should any party change its address, written notice of such new address
shall promptly be sent to the other parties.

ARTICLE IV
INDEMNIFICATION

The HUD assumes any and all risks of personal injury, bodily injury and property
damage attributable to the negligent acts or omissions of the HUD and the
officers, employees, servants, and agents thereof. The HUD warrants and
represents that it is self-funded for liability insurance, or has liability insurance,
both public and property, with such protection being applicable to the HUD
officers, employees, servants and agents while acting within the scope of their
employment with the HUD.

The County assumes any and all risks of personal injury, bodily injury and
property damage attributable to the negligent acts or omissions of the County and
the officers, employees, servants, and agents thereof. The County warrants and
represents that it is self-funded for liability insurance, or has liability insurance,

both public and property, with such protection being applicable to the County

officers, employees, servants and agents while acting within the scope of their

employment with the County.

The HUD and the County further agree that nothing contained herein shall be
construed to interpret as (1) denying to either party any remedy or defense
avallable to such party under the laws of the State of Florida; (2) the consent of
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5.1

52

6.1

6.2

6.3

the United States or its agents and agencies to be sued; (3) the consent of the
State of Florida or its agents and agencies to be sued; or (4) a waiver of sovereign
immunity of the State of Florida beyond the waiver provided in Section 768.28,
Florida Statutes.

ARTICLE V
INSURANCE

The parties hereto acknowledge that the County is a self-insured governmental
entity subject to the limitations of Section 768.28, Florida Statues. The County
shall maintain a fiscally sound and prudent risk management program with regard
to their obligations under this MOU in accordance with the provisions of Section
768.28, Florida Statutes. The County shall collect and keep on file documentation
of insurance of any and all contractors contracted to provide the services or
product used in conjunction with this MOU in any way. The County shall further
require all contractors to include HUD as a named insured and shall provide the
HUD with a copy of the insurance policy purchased by any contractor prior to
commencement of the Services.

The parties hereto acknowledge that the HUD is a self-insured governmental
entity. - HUD shall maintain a fiscally sound and prudent risk management
program with regard to their obligations under this MOU

- ARTICLE VI
TERMINATION/REMEDIES

If any party fails to fulfill its obligations under this MOU in a timely and proper
manner, the other parties shall have the right to terminate their participation under
this MOU by giving written notice of any deficiency. The party in default shall
then have thirty (30) calendar days from receipt of notice to correct the
deficiency. If the defaulting party fails to correct the deficiency within this time,
this MOU shall terminate at the expiration of the thirty (30) day time period.

Any party may terminate this MOU at any time for convenience upon ninety (90)
calendar days prior written notice to the other party. Any such termination shall
be effected by delivery to the other of a Notice of Termination specifying the
extent to which performance of work under the MOU is terminated, and the date
upon which such termination becomes effective.

In the event a dispute arises which the Project- Managers cannot be: resolve
between themselves, the parties shall have the option to submit to nonbinding
mediation. The mediator or mediators shall be impartial, shall be selected by
parties, and the cost of the mediation shall be borne equally by the parties. The
mediation process shall be confidential to the extent permitted by law.
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6.4

This MOU has no third-party beneficiaries (intended or incidental), who may

‘enforce obligations of any party should the MOU be terminated.

: ARTICLE VII
RECORDS RETENTION/OWNERSHIP

The HUD and the County shall maintain records and each party shall have

inspection and audit rights as follows:

7.1.

7.2.

7.3.

7.4.

8.1

8.2

Maintenance of Records: - All parties shall maintain all financial and non-financial
records and reports directly or indirectly related to the negotiation or performance
of this MOU including supporting documentation for any service rates, expenses,
research or reports. Such records shall be maintained and made available for
inspection for a period of five (5) years from the expiration or termination date of
this MOU.

Examination of Records: All parties or their designated agents shall have the
right to examine in accordance with generally accepted governmental auditing
standards all records directly or indirectly related to this MOU. Such examination
may be only within five (5) years from the expiration or termination of this MOU
and upon reasonable notice, time and place.

Extended Availability of Records for Legal Disputes: In the event that any party
should become involved in a legal dispute with a third party arising from
performance under this MOU, the other parties shall extend the period of
maintenance for all records relating to this MOU until the final disposition of the
legal dispute, and all such records shall be made readily available.

Exemption: Any and all information not subject to disclosure under federal
law, including but not limited to any and all criminal intelligence any and all
criminal investigative information, any and all law enforcement relation
information obtained, retained or created by the HUD is exempt from the
requirements of this Article and is outside the scope of this MOU.

ARTICLE VIII
STANDARDS OF COMPLIANCE

The HUD and the County, their employees, subcontractors, partners or assigns,
shall comply with all applicable federal, state, and. local laws and regulations
relating to the performance of this MOU to which their activities are subject.

The County shall allow public access to all project documents and materials it
maintains in accordance with the provisions of Chapter 119, Florida Statutes.
Should the County assert any exemptions to the requirements of Chapter 119 and
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related statutes, the burden of establishing such exemption, by way of injunctive
- or other relief as provided by law, shall be upon the County.

83 All parties assure that no person shall be excluded on the grounds of race, color,
creed, national original, handicap, age, sex, marital status, or sexual orientation,
from participation in, denied the benefits of, or be otherwise subjected to
discrimination in any activity under this MOU. All parties shall take all measures
necessary to effectuate these assurances.

ARTICLE IX
RELATIONSHIP BETWEEN THE PARTIES

9.1 The HUD and the County are independent contractors. No party is an employee
or agent of any other party. Nothing in this MOU shall be interpreted to establish
any relationship other than that of independent contractors, between HUD and the
County, or between their respective employees, agents, subcontractors, partners,
or assigns, during or after the performance of this MOU.

9.2 This MOU is between the Parties; no duty, responsibility, obligation, benefit or
other interest provided for herein shall be assigned or assignable by either Party to
any person or entity without the express written consent of the other Party.

ARTICLE X
- GENERAL PROVISIONS

10.1  Notwithstanding any provisions of this MOU to the contrary, the parties shall not
be held liable for any failure or delay in the performance of this MOU that arises
from fires, floods, strikes, embargoes, acts of the public enemy, unusually severe
weather, outbreak of war, restraint of Government, riots; civil commotion, force
majeure, acts of God, or for any other cause of same character which is
unavoidable through the exercise of due care and beyond the control of the
parties. Failure to perform shall be excused during the continuance of such
circumstances, but this MOU shall otherwise remain in effect.

10.2  HUD retains all rights granted under applicable statutes, regulations and the ACC
and will conduct audits, reviews, or assessments as appropriate or required by
statute or program regulations.

10.3  In the event any provisions of this MOU shall conflict, or appear to conflict, the
MOU, including all exhibits, attachments and all other documents specifically
incorporated by reference, shall be interpreted as a whole to resolve any
inconsistency.

10.4  Failures or waivers to insist on strict performance of any covenant, condition, or
provision of this MOU by the parties, their successors and assigns shall not be
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deemed a waiver of any rights or remedies, nor shall it relieve the other parties
from performing any subsequent obligations strictly in accordance with the term
of this MOU. - No waiver shall be effective unless in writing and signed by the
party against whom enforcement is sought. Such waiver shall be limited to
provisions of this MOU specifically referred to therein and shall not be deemed a
waiver of any other provision. No waiver shall constitute a continuing waiver
unless the writing states otherwise.

10.5 Should any term or provision of this MOU be held, to any extent invalid or
unenforceable, as against any person, entity or circumstance during the term
hereof, by force of any statute, law, or ruling of any forum of competent
Jurisdiction, such invalidity shall not effect any other term or provision of this
MOU, to the extent that the MOU shall remain operable, enforceable and in full
force and effect to the extent permitted by law.

10.6  This MOU may be amended only with the written approval of the parties hereto.

10.7  This MOU states the entire understanding and agreement between the parties and
supersedes any and all written or oral representations, statements, negotiations, or
agreements previously existing between the parties with respect to the subject
matter of this MOU. The parties recognize that any representations, statements or
negotiations made by the staff of either party does not suffice to legally bind
either party in a contractual relationship unless they have been reduced to writing
and signed by their authorized representative(s). This MOU shall inure to the
benefit of and shall be binding upon the parties, their respective assigns, and
successors in interest.
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IN WITNESS WHEREOF, the parties or their duly authorized representatives
hereby execute this MOU on the date first written above.

Alphonso Jackson Date
Secretary, Department of Housing and Urban Development

Carlos Alvarez Date
Mayor, Miami-Dade County

Bruno Barreiro Date
Chairman, Miami-Dade Board of County Commissioners
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MIAMI-DADE

ADA Coordination

Agenda Coordinafion

Animal Services

. Artin Public Places

Audit and Managernem Servicés
Aviation

Building

Building Code Compliance
Business Development

Capital improvements

Citizens® Independent Transpnnalion Trust
Commission on Ethics and Public Trust
Communications

Community Action Agency
Community & Economic Development
Community Relations

Consumer Services

Corrections & Rehabilitation
Cultural Affairs

Elections

Emergency Management

Employee Relations

Empowerment Trust

Enterprise Technology Services
Environmental Resources Management
Fair Employment Practices

Finance

Fire Rescue

General Services Administaation
Historic Preservation

Homeless Trust

Housing Agency

Housing Finance Authority

Human Services

independent Review Panel
International Trade Consortium
juvenile Services

Medical Examiner

Metro-Miami Action Plan
Metropolitan Planning Organization
Park and Recreation

Planning and Zoning

Polic.e

Procurement Management

Property Appraisal

Public Library System

Public Works

Safe Neighborhood Parks

Seaport

Solid Waste Management

Stralegic Business Management
Team Metro

Transit

Task Force on Urban Economic Revilalization
Vizeaya Wseum And Gardens
Water & Sewer

Office of the County Manager
" 117 NW 1st Street » Suite 2910
Miami, Florida 33128-1994
T305-375-5311 F 305-375-1262

miamidade. gov.

ATTACHMENT E

April 20, 2007

Mr. Roy A. Bernardi

Deputy Secretary :

US Department of Housing and Urban Development
451 7 Street, SW, Room 10100

Washington, DC 20410-0500

Dear Mr. Bernardi:

This letter is a follow-up to our meeting on Thursday, April 19, 2007, in
Washington, D.C. | believe that it is clear from our meeting that Miami- Dade
County and U.S. HUD have the same ultimate goal in mind - the efficient and
effective provision of safe, sanitary, and decent housing for the residents of
Miami-Dade County’s federally-funded housing. However, the meeting yesterday
was not consistent with that premise, and the tenor of the meeting did not appear
to move us in this direction.

Our common challenge we face is determining the best way to accomplish this
very important goal. Miami-Dade County strongly believes that the best way to
face this challenge is in cooperation and partnership with U.S. HUD in a manner
that is not in derogatlon of the County’s Home Rule Charter powers.

We propose that U.S. HUD provide the County with an assigned representative,
responsible to U.S. HUD that will assist and help guide the County in the review
and monitoring of its federally-funded housing programs. The process we
envision is one in which. this representative would monitor, guide, and assist the
County, within the current governance structure, in the attainment of specifically
delineated objective goals. The goals and benchmarks for completion would be
set forth in a Memorandum of Understanding entered into between the County
and HUD, which was drafted and sent to you on April 2, 2007.

However, in response to your request in the meeting yesterday, we will not
recommend that the County Commission havé no oversight role with respect to
MDHA, nor will we recommend removal the County Attorney’'s office as legal
council for the County with respect to MDHA.

Miami-Dade County welcomes and‘encourages U.S. HUD's presence and
participation in Miami-Dade County’s Housing Agency. We believe that the
expemse and support U.S. HUD can prov;de to Mlamx Dade Count- avill hel
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Mr." Roy A. Bernardi
. Page2 A
. April 20, 2007

It is our sincere belief that with the guidance, assistance, and support of U.S.
HUD working cooperatively with us, we can not only achieve the goal of.
effectively and efficiently providing housing to the residents of Miami-Dade
- 'County, but we can make Miami-Dade County public housing and- this

collaborative partnership ‘a model for future collaboratlon efforts between U.S.
HUD and local housmg agenCIes : : :

We Iook forward fo workmg wnth you

Sin

George M. Burgess '
'County Manager ‘

E '-c:' Honorable Carlos Alvarez, Mayor

Honorable Chairman Bruno A. Barreiro
and Members, of the Board of County Commlssmners
- Murray Greenberg, County Attorney I
-+ Orlando J. Cabrera, Assistant Secretary, US HUD e
- ~Robert M. Couch, :Acting General Council, USHUD -
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ATTACHMENT F

MIAMI-DADE COUNTY, FLORIDA

April 20, 2007

The Honorable Alphonso Jackson

Secretary, U.S. Department of Housing and Urban Development
451 7th Street S.W., Room 1000

Washington, DC 20410

Dear Secretary Jackson:

The tone and tenor of the meeting that took place yesterday between the County and U.S. HUD was
very disappointing. When the County was invited to this meeting, it was stated that the discussions
would begin with our draft of the Memorandum of Understanding. In addition, the County was told
that this meeting would be a negotiation. Neither of these were the case, and it is apparent that there
is no genuine desire to reach a mutual agreement on how to best work together and continue our
efforts to improve the Miami-Dade Housing Agency (MDHA).

The County is willing to work cooperatively, but does not support nor think it is necessary to put
MDHA under receivership. The use of a “Recovery Administrator’ to serve as the Chair of the Board
of MDHA is not cooperative nor is it in the best interest of MDHA. In addition, we do not support
removing the Board of County Commissioners or the Office of the County Attorney from the activities
of MDHA. Given the above, we do believe that an assigned U.S. HUD representative to monitor and
report on the progress made is positive, and an effective way for U.S. HUD to work with the County.

We are confident that the right management team has been brought in to ensure we are successful
with our reforms. In addition, you have recognized our efforts on the aggressiveness of our
management responses. With that said, it is important not to disrupt the sustained momentum of the
management team which is critical to reforming MDHA. As mentioned in our letter to U.S. HUD dated
April 2, 2007, we are committed to a cooperative arrangement which holds the County to time certain
requirements for deliverables.

We are personally committed to ensure that reforms are put in place and that MDHA is a model! for all
of us to showcase.

Honorable Carlos Alvarez
Mayor Board of County Comm|SS|oners

o} Honorable Vice-Chair Barbara J. Jordan, and Members, Board of County Commissioners
- George M. Burgess, County Manager
Murray A. Greenberg, County Attorney
Roy A. Bernardi, Deputy Secretary, U.S. HUD
Orlando J. Cabrera, Assistant Secretary, U.S. HUD
Robert M. Couch, Acting General Council, U.S. HUD
Members, State and Federal Delegation
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ATTACHMENT G

US. DEPARTMENT OF HOUSENG AND URBAN DEVELOPMENT
WASHINGTON, DC 20410-3000

ASSISTANT SECRETARY FOR
PUBLIC AND INDIAN HOUSING

VIA FACSIMILE AND OVERNIGHT DELIVERY

Hon. Carlos Alvarez

Mayor

Miami-Dade County, Florida
Stephen P. Clark Center

111 N.W. First Street

Suite 2910

Miami, FL 33128-199%4

Hon. Chairman Bruno A. Barreiro
Board of County Commissioners
Miami-Dade County, Florida
Stephen P. Clark Center

111 N.W., First Street

Suite 2010

Miami, FL 33128-1994

' Subject: Declaration of Defauit - Section 8 Consolidated Annual Contributions Contract
Dear Messrs. Alvarez and Barreiro:

Pursuant to the United States Housing Act of 1937 (“the Act™), the Miami-Dade Housing
Agency ("MDHA”) entered into a Consolidated Annual Contributions Contract for Rental
Ceruficate and Rental Voucher Programs - Section 8 (“Section 8 ACC™) on September 11, 1998,
with the Department of Housing and Urban Development (“HUD”). HUD hereby provides
notice of its determination that MDHA has failed to satisfy its obligations under, and is in default
of, the Section 8 ACC. ‘

Based on a review by the firm, Deloitte & Touche, LLP, a management review conducted
by HUD, and other available information, HUD has determined that MDHA has violated both
the specific provisions of the Section 8 ACC and the statutes, regulations, and/or other HUD
requirements that implement the Section 8 Housing Choice Voucher program. Under Section
10(a) of the Section 8 ACC, MDHA must comply with “the requirements of the Act and all HUD
regulations and other requirements, including any amendments or changes in the law or HUD
requirements.” Accordingly, a violation of the Act or any applicable HUD regulation or other
requirement is also a violation of the Section 8 ACC.

The following is a description of MDHA's violations upon which HUD is making this
determination:

sy b sov espanolbud.goy
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1y Violation of Section 8 ACC, Sections 9 and 11

Sections 9 and 11 of the Section ACC are designed to ensure that MDHA does not
expend more funds than it has available for its program, In addition, Sections 9 and 11 of the
Section 8 ACC require that MDHA establish and follow an operating budget. In FY 2004 and
2005, MDHA operated its Section 8 Housing Choice Voucher program at substantial deficits,
depleting its reserves, which contributed to its having to accept over $26 million in nonfederal
funds to subsidize federal programs, including the Section 8 program. MDHA is required to pay
at least $9.6 million of these funds over 10 years with income from non-subsidized MDHA
sources. The nonfederal funds consisted of Documentary Surtax funds received by Miami-Dade
County under state law. The transfer of County Surtax funds to subsidize the Section 8 Housing
Choice Voucher Program violates state law because it is an impermissibie use of those funds.

2) Violation of Sections 3(a), 8(c)(3), and 8(0)(5) of the United States Housing Act of 1937
and 24 C.ER. § 982.516(a)

MDHA did not perform annual tenant recertifications in a timely manner. See Sections
3(a), 8(c)(3)}, and B{o)}5) of the United States Housing Act of 1937, as amended, 42 US.C.
§§1437ala)(1), 1437(c)(3) and (0)(5); 24 C.F.R. § 982.516{a). MDHA failed to conduct annual
reexaminations of the family income of approximately 85% of its Section 8 program participants
since 2005, or in some cases since 2003 and 2004. Because of this failure to conduct
reexaminations, MDHA cannot assure HUD that its limited Section 8 funds were expended in
accordance with the program requirements.

3) Niolation of Section 8 ACC, Section 14(a) and 24 C.F.R. § 982.158(a)

MDHA has failed to maintain accurate books of account and records in accordance with
HUD requirements, Pursuant to section 14(a) of the Section 8 ACC, MDHA “must maintain
complete and accurate books of account and records for a program. The books and records must
be in accordance with HUD requirements, and must permit speedy and effective audit.” See also
24 CFR. §982.158(a).

a) Annual Financial Statements Contained Material Accounting Errors
For each fiscal year from 2001 through 2005, MDHA has failed to prepare annual financial
staternents that are free from material accounting errors. For each of these vears, MDHA has
needed to record prior period adjustments (PPA) in its Section 8 Housing Choice Voucher
program to correct errors in its previously issued financial statements. Specifically, MDHA
reported a PPA of $12,940,288 (representing a 535% adjustment) for FY 2001; MDHA reported
a PPA of $727,378 (representing a 25% adjustment) for FY 2003; MDHA reporied a PPA of
53,024,729 (representing a 42% adjustment) for FY 2004; and MDHA reported a PPA of
52,547,190 (representing a 18% adjustment) for FY 2005. Additionally, in 2003, MDHA
reported a PPA of $488,990 (representing a 12% adjustment) from its FY 2002 unaudited
financial statement balances, which balances were used because MDHA never filed audited
financial statements covering FY 2002 that were accepted by HUD.
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b) MDHA Improperly Reported Approximately $6 Million Receivable Due From HUD
Additionally, in its 2005 audited financial statements, MDHA improperly reported a $6.009
million receivable due from HUD for an ACC Reserve account deficit, which decreased to
$5.783 million in MDHA’s 2006 unaudited financial statements, for which MDHA was on
notice that it would not receive payment. The accounting errors distorted the true financial
position of MDHA’s Section 8§ Housing Choice Voucher program.

¢} MDHA’s Voucher Management System Information is Inconsistent With Its Financial
Statements
MDHA'’s reporting in the Voucher Management System (VMS) also does not match the
MDHA’s financial statements, and the differences are material. Voucher renewal funding is
dependent on verifiable and complete data reported by the public housing agency in the VMS.
MDHA’s inaccurate reporting is extremely serious and may further adversely impact the
financial viability of MDHA’s HVC program, placing assisted families at risk.

d) MDHA has Failed to Account for Approximately $6.3 million in HAP Funds
Finally, in fiscal year 2006, MDHA failed to account for approximately $6.3 million of Federal
funds. Based on budget authority provided by HUD less expenses reported by MDHA in the
VMS, MDHA should have had a Housing Assistance Payment (HAP) surplus of $17.8 million.
But MDHA's unaudited financial statement for fiscal year 2006 identifies a total surplus of
approximately $14 million. HUD has determined that this amount includes a phantom receivable
- of approximately $6 million, leaving a balance of approximately $7.8 million in surplus HAP
funds. Of the missing $10 million {($17.8 m - $7.8), HUD has determined that $3.7 million was
improperly offset against prior year deficits, which leaves $6.3 million for which MDHA has not
accounted. '

4) Violation of Section 8 ACC, Section 13(¢) and HUD Notice PIH 2006-3.

Section 13(c) of the Section 8 ACC provides that the public housing agency may only
withdraw deposited program receipts for use in connection with the program in accordance with
HUD requirements.

HUD Notice PIH 2006-3, Reduction of Annual Contributions {ACC) Reserves,
Rescission of Requirements Under Form HUD-52681 for Most Housin g Choice Voucher
Program Units, and Sanctions for Failure to Submit Required Financial Reports Pursuant to 24
C.F.R. § 5.801, issued January 11, 2006, expressly states that ACC reserve account deficits from
2004 and prior years shall not be paid from the Undesignated Fund Balance Account (now
known as Unrestricted Net Assets — HAP) and will not be funded by HUD.

MDHA reported a deficit in HAP funds for the period October 1, 2004 through
December 31, 2004 of $2.016,716. MDHA eliminated $1,719.183 of this deficit by using
funding provided by HUD for the calendar year 2006 HAP. in violation of HUD requirements.

~ This letter constitutes HUIY s notification to MDHA, under Section i5(a) of the Section &
ACC that it is in default of its obligations to HUD under the Section 8 ACC. Although not
required by the Section 8 ACC or HUD regulations, MDHA is hereby provided with 15 calendar
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days from the date of this letter (i.e. until close of business May 9, 2007) to demonstrate that
HUD’s determination of default is not substantively accurate or 10 cure these violations. Please
provide any response you may wish to submit to my office at the following address: Room 4100,
451 Seventh Street, S.W., Washington, D.C. 20410. Absent a satisfactory response from
MDHA, HUD will avail itself of any options provided by statute, regulation, or the Section 8
ACC.

Please contact Milan M. Ozdinec, Deputy Assistant Secretary for Public Housing and
Voucher Programs, if you have any questions regarding the above determinations. He may be
reached at 202-708-1380.

k¢
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“Griarfdo J. Cabrera

Enclosures via Overnight Delivery only
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UL, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON, DC 20410-5000

ASSISTANT SECRETARY FOR
PUBLIC AND INDIAN HOUSING

VIA FACSIMILE AND OVERNIGHT DELIVERY

Hon. Carlos Alvarez

Mayor

Miami-Dade County, Florida
Stephen P. Clark Center

111 NW. First Street

Suite 2910

Miami, FL 33128-1994

Hon. Chairman Bruno A, Barreiro
Board of County Commissioners
Miami-Dade County, Florida
Stephen P. Clark Center

11 N.W. First Street

Suite 2910

Miami, FL 33128-19%94

Subject: Declaration of Substantial Defauit — Public Housing Annual Contributions Contract
Dear Messrs. Alvarez and Barreiro:

Pursuant to the United States Housing Act of 1937 (“the Act”}, the Miami-Dade Housing
Agency ("MDHA”) entered into an Annual Contributions Contract (“Public Housing ACC™) on
February 2, 1996 with the Department of Housing and Urban Development (“HUD”). HUD
hereby notifies MDHA that it 1s in substantial default of the Public Housing ACC.

Under Section 5 of the Public Housing ACC, MDHA must “develop and operate all
projects covered by this ACC in compliance with all the provisions of this ACC and all
applicable statutes, executive orders, and regulations issued by HUD.” Accordingly, a violation
of any applicable HUD statute or regulation is also a violation of the Public Housing ACC.
Based on a review by the firm, Deloitte & Touche, LLP, a management review conducted by
HUD. and other available information, HUD has determined that MDHA has violated both the
specific provisions of the Public Housing ACC and the statutes and/or regulations that
implement the Low Rent Public Housing, HOPE VI, and Capital Fund programs. The basis for
this determination is set forth below.

1Y Material Accounting Errors in Annual Financial Statements from 2001 1o 2005

Section 15(A) of the ACC requires MDHA to "maintain complete and accurate books of
account for the projects of the [MDHA] in such a manner as to permit the preparation of
statements and reports in accordance with HUD requirements, and to permit timely and effective
audit.” Additionally, pursuant to section 9(C) of the ACC, MDHA must “maintain records that

www hud.soy espanol.hud.gov
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identify the source and application of funds in such a manner as to allow HUD to determine that
all funds are and have been expended in accordance with each specific program regulation and
requirement.”

For each fiscal year from 2001 through 2005, MDHA has failed to prepare annual
financial statements that are free from material accounting errors. For each year, MDHA has
needed to record significant prior period adjustments (“PPA”) in its Low Rent Public Housing
program to correct errors in its previously issued financial statements. Specifically, MDHA
reported a PPA of $84,016,869 (representing a 91 % adjustment) for FY 2001; in 2004, MDHA
reported a PPA of $1,502,149 (representing a 25% adjustment) for FY 2003; MDHA reported a
PPA of $97,006 (representing a 1% adjustment) for FY 2004; and MDHA reported a PPA of
$909,668 (representing a 6% adjustment) for FY 2005. Additionally, in 2003, MDHA reported a
PPA of $76,451,702 (representing a 539% adjustment) from its FY 2002 unaudited financial
statement balances, which balances were used becanse MDHA never filed audited financial
statements covering FY+ 2002 that were accepted by HUD.

The persistent accounting errors distorted the true financial position of MDHA’s Low
Rent Public Housing program and demonstrate that MDHA was not maintaining accurate books
and records in accordance with HUD requirements. Because MDHA’s accounts were
consistently in need of substantial restatement, they were insufficient to identify the source and
application of funds in such a manner as to allow HUD to determine that all funds are and have
been expended in accordance with each specific program regulation and requirement.

2) Allocation of Program Costs in Violation of 24 CFR. § 85.22

Pursuant to 24 C.F.R. § 85.22(b), MDHA is required to comply with the cost principles in
Office of Management and Budget (OMB) Circular A-87, Cost Principles for State, Local, and
Indian Tribal Governments. Under OMB Circular A-87, each program that incurs costs, whether
direct or indirect, must be ascribed an appropriate allocation of those costs. MDHA did not
charge its direct costs and allocate its indirect costs in accordance with OMB Circular A-87. For
example, MHDA did not report any operating costs for its HOPE VI program for fiscal years
2003 to 2006 in its Public Housing Assessment System electrenic filings to HUD, or for its
Capital Fund Program for fiscal years 2002, 2003, 2005 and 2006. However, during this time
period, MDHA employed staff to administer its HOPE VI and Capital Fund programs and
incwrred expenses in association with those programs. MDHA failed to properly report costs
associated with its HOPE V1 and Capital Fund programs, resulting in distortion of those
programs’ true financial position. This failure also violates Section 15(a) of the Public Housing
ACC.

3) Failure to Account for HOPE VI Expenditures in Violation of 24 C.FR. § 5.801

Under 24 CF.R. § 5.801, Uniform Financial Reporting Standards, MDHA is required to
submit financial information to HUD annually that has been “Iplrepared in accordance with
Generally Accepted Accounting Principles as further defined by HUD in supplementary
guidance.”
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MDHA did not maintain complete and accurate books of account for its Scott Homes,
Carver Homes and Ward Towers HOPE VI redevelopment activities or prepare its financial
statements in accordance with HUD requirements (i.e. GAAP). In both its fiscal year 2005 and
2006 financial statements, MDHA incorrectly reported “leasehold improvements” in its books of
account, despite the fact that MDHA did not lease any property in connection with its HOPE V1
program. Specifically, by the end of fiscal year 2006, MDHA had improperly capitalized the
cumulative total of 820 million as “leasehold improvements.”

This letter constitutes HUD’s notification to MDHA, under 24 C.F.R. § 902.79(b), that it
is in substantial default of its obligations to HUD under the Public Housing ACC. Pursuant to 24
C.ER. § 902.79(b)(1)(iv) and Section 17(D) of the Public Housing ACC, MDHA is hereby
provided with 15 calendar days from the date of this letter (i.e. until close of business May 9,
2007) to demonstrate that HUD’s determination of substantial default as to the Public Housing
ACC is not substantively accurate or to cure these violations. Please provide any response you
may wish to submit to my office at the following address: Room 4100, 451 Seventh Street, S.W .,
Washington, D.C. 20410. Absent a satisfactory response from MDHA, HUD will avail itself of
any options provided by statute, regulation, or the Public Housing ACC.

Please contact Milan M. Ozdinec, Deputy Assistant Secretary for Public Housing and
Voucher Programs, if you have any questions regarding the above determinations. He may be
reached at 202-708-1380.

Sincerely,
A

/’
Jethdo J. Cabrera

Enclosures via Overnight Delivery only
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ATTACHMENT H

From: Flynn, Michael C. [mailto:Michael.C.Flynn@hud.gov]
Sent: Friday, May 04, 2007 2:22 PM

To: Curry, Cynthia W. (CMO)

Subject: RE:

Ms. Curry,
The May 9 deadline for responding to the Notice of Default letter is extended to May 16.
1 will make inquiry regarding your request on the David Vargas letter.

Michael C. Flynn

General Deputy General Counsel

U.S. Department of Housing and Urban Development
451 7" Street SW, Room 10110

Washington, Dc 20410

Phone: 202-708-2244

Fax: 202-708-3389

Email: Michael.c.flynn@hud.gov

From: Curry, Cynthia W. (CMO) [mailto:CWCURRY@miamidade.gov]
Sent: Friday, May 04, 2007 2:11 PM

To: Flynn, Michael C.

Subject:

Mr. Fiynn;

Please provide a written confirmation that the deadline for the responses to the letters of April 24"
has been extended to May 16™ Please provide feedback on the response deadline for the letter
from David Vargas to Kris Warren as well.

Thank you.

Cynthia W. Curry

Senior Advisor to County Manager
Assistant County Manager

111 NW First Street, #2910

Miami, FL 33128

PH: 305-375-4126

FAX : 305-679-7554
www.miamidade.gov

Delivering Excellence Every Day
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ATTACHMENT I

Oversight of Agency
For Discussion Purposes Only
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Day-to Day of Agency
For Discussion Purposes Only
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ATTACHMENT J

Warren, Kris (MDHA)

From: Curry, Cynthia W. (CMO)
Sent: Friday, May 11, 2007 1:53 PM

To: ‘Flynn, Michael C.'
Cc: Johnson-Stacks, Cynthia (CAO); Smith, Terrence (CAO); Warren, Kris (MDHA); Burgess, George
(CMO)

Subject: RE: Exztension on Vargas letter

Mr. Flynn:
Thank you for the email regarding the time extension for our response to the Vargas letter.

['am just getting the opportunity to read emails today and doubt seriously that we will be able to comply with
today’s target date of working through the authority issue. We are, however, working on it and will get back to you
as quickly as we can.

From: Flynn, Michael C. [mailto:Michael.C.Flynn@hud.gov]
Sent: Friday, May 11, 2007 9:34 AM

To: Curry, Cynthia W. (CMO)

Subject: Exztension on Vargas letter

Confidential Work Product and Attorney-Client Communication

Ms. Curry,

Pursuant to our discussion at Wednesday’s meeting, Miami-Dade Housing Authority may have the same
extension to May 16 to respond to the David Vargas letter as it has on the Notices of Default. As we discussed, if
agreement is reached today on the authority issue, we can discuss a further extension on those responses.

Michae! C. Flynn
General Deputy General Counsel
U.S. Department of Housing and Urban Development
. 451 7" Street SW, Room 10110
Washington, Dc 20410
Phone: 202-708-2244
Fax: 202-708-3389
Email: Michael.c.flynn@hud.gov
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ATTACHMENT K

e S
[ . ":.3 US. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
,‘..( 35 WASHINCTON, DXC 204100560
N
b May 11, 2007

GENERAL COUNSEL

Via facsimile (305) 375-5634

Mmrm Dade County, Florida
Stephen P. Clark Center
Suite 2800

111 N.W. Fitst Street

Miami, FL 33128

Dear Mr. Smith:

This letter is a response to your request for further extension of MDHA’s deadline to
respond to the Notices of Substantial Default/Default issued by HUD on April 24, 2007. As you
know, the Notices originally provided for a 15 day respoase period, which HUD has alrcady
extended by one week. HUD will not agree to extend the MDHA’s response date beyond the
cutrent extension. Further delay by MDHA in responding to the very serious issues raised in the
Notices is not in the best interests of the residents served by MDHA, or HUD, which is responsible

for cnsurmg that federal funds are properly spent and accounted for.

HUD issued the Notices of Default due to its serious concerns about the manageiment and
oversight of MDHA. While those Notices generally reference the Deloitte Report and a report
bascd on & subsequent review by HUD staff, it is clear that the violations identified in the Notice
refer back to MDHA’s own documents, most significantly MDHA''s financial statements for the
past scveral years. The descriptions of the violations are sufficiently specific and detailed to allow
MDHA to review its files and detenmine whether the alleged violations are accurare. :

If, implicit in MIDHA’s request, is the premise that it somehow cannot locate or review its
own informaticn to address HUD's Notices conceming MDHA management and oversight, that
fact simply reinforces the fact that MDHA is not properly managing itself, and cannot track its own
information. Such a situation simply reinforces the issues raised in HUD's notices and further
points out the need for HUD to cstablish defaults and take available remedies to protect the residents

who rely on MDHA.

www.had.gov espaniol.hud gov
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2
Further, your e-mail is incomect when jt asserts that HUD has agreed to produce the
requested documents. In the discussions with MDHA's counsel and the Court, HUD agreed only
that it would produce a FOIA-compliant Deloitte report on May 15 and a Vaughn Index on May 18
so that HUD would be producing only those documents for which an exemption does not apply. ,

Very truly yours,

Michz%;lynn

General Deputy General Counsel

cc:  Assistant Secretary Orlando Cabrera
John Herold, Esq.
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Eie? | ATTACHMENT L
i lfﬂ]ﬂ % U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

':; I" £ WASHINGTON, DC 20410-0500

e &

"‘N o E\'E"o
OFFICE OF GENERAL COUNSEL
May 14, 2007

Via E-Mail and Overnight Delivery

Miami-Dade County Mayor Carlos Alvarez
Office of the Mayor

Stephen P. Clark Center

25th Floor

111 N.W. 1% Street

Miami, Florida 33128

~ Bruno A. Barreim
Chairman
‘Miami-Dade County Board of County Commissioners
~Stephen P. Clark Center
Suite 220
111 N.W. 1" Street
- Miami, FL 33128

Dear Mayor Alvarez and Chairman Barreiro:

- For weeks, the United States Department of Urban Development (“HUD”) has attempted in good
- faith to negotiate with Miami-Dade County. In so negotiating, HUD has willingly compromised on
- anumber of key points, stating publicly that there is only one non-negotiable point - that a recovery
-administrator appointed by HUD to temporarily manage the Housing Authority for an agreed time
period must have ultimate authority for full management control of the Authority. HUD has
“ repeatedly made it clear that any recovery administrator would intend to keep the current
management team of the Housing Authority in place reporting ultimately to the administrator. On
at least two occasions, HUD Secretary Jackson has given Miami-Dade additional time to agree to
that one condition while conceding several issues and being willing to negotiate all other issues. -

HUD has engaged in these good faith negotiations in order for HUD to avoid a process that, it HUD
“were to finally determine that identified defaults in fact do exist, would allow HUD to demand title’
to the Housing Authority or to take possession of the Housing Authonty for whatever time period
HUD felt Was necessary.

Miami-Dade has responded by repeatedly making “offers” that do not give the contemplated
recovery administrator ultimate authority over the management of the Housing Authority. Instead,
-+ every “offer” from Miami-Dade has left such authority in the hands of the Mayor. As late as last

* Wednesday, when HUD representatives met with Miami-Dade representatives, the County again
made an “offer” which would transfer no management control. The parties then agreed that Miami-
Dade would have until last Friday to agree to that one issue so that negotiations on all other points
could continue. Instead, on last Friday, HUD received an e-mail from the Deputy County Manager
stating that Miami-Dade simply would not mept the agreed upon deadline, mstead statmg that :
Marm—Dade was Workmo onit”. :

. www.hud. goy. espanchhud.gov
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Mayor Carlos Alvarez and Board of County Commissioners Chairman Bruno Barreiro
511412007
Page 2

Such continued posturing by Miami-Dade is not productive. HUD has repeatedly stated that it
genuinely seeks to find a mutually agreed solution, with only the issue of the recovery
administrator’s authority being an absolute requirement. Even as to that point, HUD has offered to
limit the term of the recovery administrator to eighteen (18) months, subject to certain identified
goals being timely met (and with the 18 month period being shortened even more if the goals are
met more rapidly). Additionally, at last Wednesday’s meeting, Miami-Dade raised the possibility of
an oversight board operating under the recovery administrator subject to the recovery
administrator’s ultimate authority. HUD is open to such an arrangement.

Miami-Dade has now apparently chosen not to continue the negotiations. In another effort at good
faith by HUD, please find enclosed a draft CEA agreement along the lines that HUD has repeatedly
discussed with Miami-Dade. The agreement provides for a temporary 18 month recovery
administrator subject to identified targets and goals. The agreement contemplates that the recovery
administrator would have fll day-to-day management authority for the short time period he or she
is in place. The Agreement sets forth a range of defined targets and goals during and after the
recovery administrator’s tenure. As HUD has made clear, the recovery administrator must have
ultimate authority over day-to-day management. However, HUD invites Miami-Dade’s comments
and negotiations on all other aspects of the draft agreement.

HUD welcomes further discussions with Miami-Dade. If Miami-Dade continues to not address the
key issue, HUD will take all steps necessary to fulfill its statutory and regulatory obligations. Please
be reminded that while HUD has given several extensions of response times in the past, the
responses to the Notices of Default remain due on May 16.

Very truly yours,

M
Robert M. Couch

Acting General Counsel

cc: Assistant Secretary Cabrera (via e-mail)
Members of Miami-Dade County Board of Commissioners (via e-mail)



COOPERATIVE ENDEAVOR AGREEMENT

This Cooperative Endeavor Agreement (“CEA”) is entered into this day of

2007, by and between Miami-Dade County (“County”) and the United
States Department of Housing and Urban Development (“HUD”). The signatories to
this agreement are the duly elected Mayor .of Miami Dade County (“Mayor”) currently
the Honorable Carlos Alvarez, the Miami-Dade County Board of County
Commissioners by and through the Honorable Bruno Barreiro, currently Chairman of
the Miami-Dade Board of County Commissioners (“Chairman”), and the Honorable
Alphonso Jackson, Secretary of HUD (“Secretary”).

RECITALS

WHEREAS, HUD has determined and the County has acknowledged that the Miami-
Dade Housing Agency (MDHA) is in substantial default and default of its contractual
obligations to HUD, due to deficiencies in financial management and operation of its
Low Rent Public Housing, HOPE VI, Capital Fund and Section 8 Housing Voucher
Programs.

WHEREAS, despite recent efforts by the County to address deficiencies, the parties
believe that additional steps are necessary to accelerate restoration of satisfactory
management and operation of MDHA’s programs. Toward this end, the parties have
determined to establish a working relationship that will expedite a more aggressive and
effective approach to improving MDHA’s management and operations.

WHEREAS, the County and HUD both recognize and acknowledge that the problems
at MDHA have developed over many years, are deep rooted, and that extraordinary
levels of expertise and resources are now required to improve the management and
operation of MDHA.

WHEREAS, HUD and the County acknowledge that HUD has authority under the
United States Housing Act of 1937, implementing regulations, and the MDHA Public
Housing and Section 8 ACCs to assume possession of MDHA’s public housing and
Section 8 Housing Choice Voucher (hereinafter “Section 8” or “HCV”) programs.

NOW, THEREFORE, the County and HUD, in consideration for their mutual
promises, agree to the following:

A. COOPERATIVE ENDEAVOR GENERAL PROVISIONS
1. The County shall take all necessary actions to facilitate HUD’s possession of
MDHA and achievement of the objectives of this Agreement, including but not limited

to, timely pass-through of federal funds and resolution of MDHA personnel issues.

2. This CEA shall be signed on behalf of the County by the undersigned and returned
to HUD within 10 days of receipt.
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3. The Effective Date of this Agreement shall be the date it is executed by HUD
(“Effective Date”).

4. On the Effective Date, the County shall immediately transfer control of all MDHA
assets, projects and programs to HUD. The Secretary appoints Donald J. LaVoy or
such other person as the Secretary may designate from time to time, to fulfill duties as
the Board of MDHA, with the title of Recovery Administrator.

5. The Secretary shall appoint the Recovery Administrator for a period of not more
than eighteen (18) months (the “Receivership Period”), subject to paragraph F of this
Agreement.

6. The Mayor and/or Board of County Commissioners, as they determine and at their
option, may appoint an Advisory Board. The purpose of the Advisory Board is to
provide input to the Recovery Administrator and not to engage in the day-to-day or
any other management activity of MDHA.

7. The parties retain all rights and obligations under applicable statutes, regulations
and the ACCs.

8. The parties to the Agreement shall meet or consult on an as needed basis.

B. SPECIFIC ACTIONS TO BE PERFORMED PRIOR TO THE
TERMINATION OF THE RECEIVERSHIP PERIOD

The following actions shall be taken prior to the termination of the Receivership
Period or such other longer time period as the Secretary, in his sole and exclusive
discretion, determines is necessary for the performance of any individual task.

1. Prior to the termination of the Receivership Period, MDHA will take all necessary
actions regarding Governance, Organization and Staffing, Financial Control, and
Program Management of MDHA, as set forth in Attachment 1.

2. Prior to the termination of the Receivership Period, the County will pay, with non-
MDHA funds, for the re-audit of MDHA’s financial statements for FY2001-2006 by
an auditor approved by HUD, create a permanent office of general counsel exclusively
for MDHA, reimburse HUD for the cost of the Deloitte Forensic Investigation of
MDHA, forgive any MDHA liability for repayment of County surtax funds, reimburse
any and all MDHA cost overruns to date, guarantee repayment of any misused federal
funds, and perform any additional tasks set forth in Attachment 1.

3. Prior to the termination of the Receivership Period, HUD will conduct Management
Assessment Subsystem (MASS) confirmatory reviews of MDHA, will perform PASS
inspections of all MDHA properties, will provide quarterly progress reports to the
Mayor and County, and will perform any additional tasks set forth in Attachment 1.

2
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C. SPECIFIC ACTIONS TO BE PERFORMED AFTER TERMINATION OF
RECEIVERSHIP

Following the Termination of Receivership, the County and MDHA shall maintain
compliance with all ongoing or periodic obligations set forth in Attachment 1 that were
implemented during receivership.

D. MODIFICATION OF AGREEMENT

This Agreement may be modified by written agreement of the County and HUD.
E. INTEGRATION CLAUSE

This Agreement shall express the entire agreement of the parties hereto, written or oral
with respect to the subject matter hereof. If there is any conflict between this
Agreement and a provision of any other existing agreement, the provisions of this
Agreement shall prevail. Attachment 1 is incorporated into this Agreement and made
a part hereof.

F. TERMINATION OF RECEIVERSHIP

If, on or before eighteen months following the Effective Date or such other period as
was determined necessary in accordance with paragraph B of this Agreement, the
Secretary in his sole and exclusive discretion determines that the County and MDHA
have adequately performed all of the actions set forth in this Agreement, then the
Secretary shall return the oversight and control to the Board and the Recovery
Administrator’s duties as a receiver shall cease; however, this Agreement shall remain
in full force and effect until rescinded as provided herein.

Once control has reverted back to the Board as set forth herein, the Secretary shall
review the County and MDHA’s progress every 90 days commencing from the date
that the Board resumes control of MDHA until the termination of the Agreement in
accordance with Section G of this Agreement.

G. TERMINATION OF AGREEMENT

This Agreement shall terminate eighteen months after the termination of the
receivership, provided the Secretary in his sole and exclusive discretion finds that 1)
all of the specific actions listed in Attachment 1 have been completed or the necessary
processes required in Attachment 1 have been implemented and maintained, and 2)
MDHA is otherwise in compliance with the ACCs. If the Secretary finds that MHDA
has not yet met either of these requirements, the Secretary shall reassess compliance
following each 90-day review provided for in Section F of this Agreement.



H. SEVERABILITY

If any part of this Agreement is found to be contrary to law, that part may be severed
from the Agreement and the remainder of the Agreement shall remain in full force and
effect. The remaining Agreement shall be construed as far as is lawful and practicable
to enforce the overall intent of the original Agreement.

I. DEFAULT

If HUD determines that any of the terms of this agreement have been violated, the
agreement may be deemed null and void and HUD may exercise any and all such
rights and remedies as available under Federal law and regulation. Notwithstanding
any other provision in this Agreement, if the Secretary, in his sole and exclusive
discretion, determines at any time that MDHA has failed to cooperate with HUD in the
implementation of this Agreement in any material respect, the County agrees to
transfer such right, title and/or possession of all property owned or controlled by
MDHA, including but not limited to federal funds, all real and personal property, all
pension amounts and all other property belonging to MDHA, to any entity that the
Secretary directs, upon request by the Secretary.

Notwithstanding any other provision in this Agreement, if, at any time after the
termination of receivership, the Secretary in his sole and exclusive discretion,
determines that MDHA has failed to perform any or all of the requirements set forth in
this Agreement, the County agrees to transfer such right, title and/or possession of
MDHA as the Secretary determines necessary, upon request by the Secretary. Such a
determination may result in the transfer of possession and the designation of a
Recovery Administrator, or the transfer all property owned or controlled by MDHA,
including but not limited to federal funds, all real and personal property, all pension
amounts and all other property belonging to MDHA, to any entity that the Secretary
directs.

J. APPLICABILITY OF FEDERAL LAWS AND REGULATIONS.

Nothing herein shall be construed to relieve the County and/or MDHA in any manner
whatsoever from its obligations to comply with federal law, regulations and contracts;
Waivers of regulations that have been or will be granted shall not be deemed to amend
or otherwise affect this Agreement.

Alphonso Jackson Date
Secretary, Department of Housing and Urban Development
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Carlos Alvarez Date
Mayor, Miami-Dade County

Bruno Barreiro Date
Chairman, Miami-Dade Board of County Commissioners
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ATTACHMENT 1

Estimated
Completion
Targets and Strategies Date
Completion Dates are
Io GOVERNAN CE ongoing unless

otherwise specified

A. Establish adequate oversight and monitoring by the Board of Commissioners

1.

7.

Adequately train all Commissioners. Provide training for Commissioners regarding
best practices as a Board and their role and responsibility in the oversight of
MDHA federal programs. Training should include but not be limited to the
following areas: Safety & Risk Management, Planning and Budgeting, Financial
Requirements, Ethics, Asset Based Management, and Procurement.

Adequately delegate oversight and monitoring. Delegate responsibility to sub-
committee(s) comprised of MDHA Board of Commissioners to provide oversight
and monitoring of reports and activities of MDHA, this sub-committee will serve
as advisory during the term of the receivership.

. Ensure monitoring of progress under the PHA Plan by the Board of

Commissioners.

a. Develop and implement a process for reviewing monthly, quarterly and
annual progress.

b. Develop monthly report format to be submitted and approved by HUD.

c. The Board will report to HUD monthly in a format approved by HUD on
their specific actions taken to comply with provisions of the Plan
annotating successful completion of tasks.

Specify and approve all activities of the MDHA that relate to Miami-Dade County,
its affiliates, or the Miami-Dade Housing Agency Development Corporation
(MDHADC) in the MDHA’s PHA Plan, as well as any other affiliate, business
entity, subsidiary created by the County.

Ensure PHA plan is current, including without limitation:

a. Revise the PHA plan if necessary to comply consistent with State and local
law and MDHA'’s by-laws. In addition, the County shall pass charter
amendments that will allow for the necessary changes to the by-laws to
enable such changes.

b. Obtain HUD approval for any revisions to the PHA plan.

Review and approve operating budget for MDHA and monitor budgeted expenses
in relation to actual expenses on a monthly basis, including any changes to the
budget.

Maintain an executed Conflict of Interest Statement for each Commissioner, as
needed, but at a minimum on an annual basis.

During
Receivership Period

Commencing upon
the termination of
receivership

B. Resident Participation

1.
2.

Establish resident participation on the Board in an advisory Capacity.
Conduct Resident Satisfaction Surveys during the first eighteen (18) months of the
Cooperative Endeavor Agreement

7/31/07
10/31/07

C. Relationship to the County.

7/31/07

6




1. Execute a Cooperative Agreement, not to be confused with the CEA, between
MDHA and the County of Miami-Dade which covers:

a. baseline services (e.g. police services, water, sewer, trash collection, fire
protection, ambulance/emergency services etc.).

b. that MDHA shall not pay any Payment in Lieu of Taxes (PILOT), and
further that any other such similar payments made to the County shall be
reimbursed to MDHA from non-MDHA funds.

c. In addition, no administrative fees, overhead fees , IT fees, or any other
such fees should be paid to the County or any subdivision of the county
from federal funds, if any such payments have been made they must be
reimbursed to MDHA from non-MDHA funds..

2. Cooperative Agreement will include a tracking system to measure baseline
services.

3. The County must reimburse MDHA, from non-MDHA funds, for any payments
(e.g. for administrative or IT costs) made in excess of PILOT for the period 2001-
present.

12/31/07

D. Relationship with HUD.

1. Immediately comply to all reasonable written, verbal and other requests by the
Recovery Administrator (RA) or HUD Staff. If the County asserts that any
request by the RA or HUD staff is unreasonable, the Secretary and/or his designee
shall decide how the County shall comply and the deadline by which the County
shall comply.

2. Develop and implement adequate procedures to assure general liability claims are
tracked and submitted to HUD Regional Counsel for approval.

7/31/07

E. Have County provide legal opinion of MDHA'’s authority to use Surtax funds as a
grant to supplement Federal programs, also have County provide legal opinion of
MDHA'’s authority to use Surtax funds as a loan to supplement Federal programs.

6/30/08

F. Oversight of MDHADC. The County must provide to HUD audits of the
MDHADC for each of the past five reporting periods and for each fiscal year in the
| future, which shall be paid for with non-MDHA funds.

II. ORGANIZATION AND STAFFING

A. Review and revise overall organizational structure for consistency with Asset
Based Property Management implementation and development of decentralized
cost centers.

1. Within three months from the Effective Date, the MDHA shall procure
professional services of consultant firms to conduct organizational assessment of
MDHA with focus on functional capability.

2. Based on this report, MDHA shall provide an adequate staffing plan for managing
its public housing and HCV programs. The plan must include comparable staffing
levels to PHAs of similar size and address the necessary skills to perform this

8/31/07

10/31/07

Miami-Dade Improvement Plan Page 2 of 2
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function.

3. Develop and implement a plan for the decentralized functions into individual cost
centers consistent with Asset Management.

4. Provide staff with training for Asset Management and development of Asset
Managers.

5. Develop and implement position descriptions and performance standards
consistent with transition to the Asset Management model.

B. Ensure positions are staffed appropriately.
1. Ensure that all MDHA personnel actions of have prior HUD approval.
2. Hire qualified and trained occupancy, management, inspectors and maintenance
staff.

Ongoing

C. Provide adequate training of staff.
1. Develop and implement training requirements for all and staff, and establish both
an overall and individual training plan to ensure employees are properly trained.
Training areas should include:

10/31/07 — Ongoing

consultant, to determine what improvements, if any, are needed for the current MDHA
q systems. Project needs for the next 5 years. Prepare a 5-Year Management Information

a. general administrative
b. computer training
c. ethics
d. SEMAP
e. PHAS
f.  Asset Management
g. procurement
h. contract administration
i. cost principles
j. uniform grant administration requirements
k. and other HUD program specific trainings 10/31/07
2. Complete training needs assessment relating to business skills and HUD program
requirements, for position retention purposes. 10/31/07
3. Establish benchmarks for all-staff training, and set a schedule, which must be
approved by HUD. 1/31/08
4. Develop and implement individual training plans for staff, using all-staff training
benchmarks and individual performance goals. 7/31/07
5. Develop and maintain a current reference library inclusive of training material.
D. Ensure adequate management and supervision of staff.
1. Hold at a minimum, monthly staff meetings to keep staff abreast of changes to
administrative processes and policy.
2. Develop and implement a plan for implementation of site-based management
inclusive of operational policies and procedures manual for all agency departments.
3. Consolidate Section 8 program operations, private rental housing service
administrative offices, HQS inspections office and the new markets applicant
leasing center. ;
E. Conduct a comprehensive, PHA-wide needs assessment, either in-house or by a 10/31/07

Miami-Dade Improvement Plan Page3 of 3
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III. PROCUREMENT

had

A. Develop and implement adequate procurement policies
1.

Develop and implement an adequate Procurement Policy based on the
requirements of 24 CFR 85.36, the Procurement Handbook for Public and Indian
Housing Authorities 7460.8 Rev 1, incorporating Florida state procurement law, to
ensure the most stringent policy possible, and assure full and open competition.
Policy must include:

a. a provision that all procurement actions exceeding $99,999 will require
prior written HUD approval.

b. procedures that require written justifications of the ranking scores given,;

c. procedures that require a price negotiation memorandum be prepared,
summarizing the results of any negotiations, and documenting the basis for
the Authority’s award decision;

d. arequirement that file documentation on all contracts contains a cost or
price analysis demonstrating price reasonableness, including contract
modifications, as required by HUD regulations at 24 CFR 85.36(f)(1)
and/or;

e. arequirement that when multiple or option year contracts are procured, the
length of the contract term is clearly stated in the advertisement and bid
package prepared for the procurement;

f.  arequirement that both the contract award decision and reasonableness of
price are justified for all procurement transactions in accordance with 24
CFR 85.36(H)(1);

g. a Verification that all practices and procedures adhere to the requirements
of 24 CFR 85.36(c) and Handbook 7460.8, Rev. 1.

Revise and implement non-competitive proposal procurement practices.

a. Require that contracts awarded include the same terms as those advertised.

b. Require that contingency dollar amounts are not included up front in a
contract award or amendment.

Submit to HUD draft policies for review and approval.

Develop and implement an annual, agency-wide procurement plan, in accordance
with agency procurement policy and 24 CFR 85.36. (annual renewable report)
Submit a draft of the procurement plan to HUD for review and approval.
Develop and implement a new comprehensive Procurement Procedures and
Practices Manual to ensure that all MDHA procurement actions conform to the
new MDHA Procurement Policy and are in compliance with 24 CFR 85.36,
Handbook 7460.8 Rev 1 and Florida State Law and to assure full and open
competition.

Develop and submit a monthly Procurement Status Report. (Include name, cost,
start date, percentage completion, est. completion date, change orders.

10/31/07

10/31/07
1/31/08
10/31/07

10/31/07

7/31/07
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7.

8.

IV.

Monitor and evaluate MDHA procurement performance to assure full and open
competition in procurement
Submit monthly Quality Control report to HUD in a format approved by HUD.

B. Develop and implement adequate procedures to assure general liability claims are
tracked and submitted to HDU Regional Counsel for approval.

FINANCIAL CONTROLS

Monthly thereafter

1.

2.

A. Present Financial Information to HUD PHAS / UFRS in conformity with GAAP.

Contract for and complete the research and valuation of fixed assets, for fiscal
years 2001 through 2007.

Maintain Tenant Receivables Outstanding on an aging basis (Average number of
days tenant receivables are outstanding; the gross tenant accounts receivable at
year-end divided by the total tenant revenue)

Ongoing-9/30/07
6/30/08

7/31/07

1.
2.

3.

i

i A

h

11

12.

13.

B. Develop and implement a system of financial internal controls. The system of
internal controls must provide for the following assurances:

Capital assets are accounted for in conformity with GAAP;

Asset impairments and impairment losses are recognized in conformity with
GAAP;

Investments in leased property are reported in conformity with GAAP;

The entity’s involvements in conduit debt obligations are reported in conformity
with GAAP;

Outstanding pension liabilities are reported in conformity with GAAP,
Component unit activities are reported in conformity with GAAP;

Supplemental financial data is reported in accordance with HUD requirements;
Activities associated with the HOPE VI Program are reported in conformity with
its grant agreements, GAAP and HUD requirements;

Payments made in the HCVP are for the approved contract amount; and

. Sufficient documentation is maintained to support MDHA’s PHAS Management

Operations certification.
Develop and implement a system of Internal Controls over payments and/or
disbursements made to MDHADC to provide reasonable assurance that
disbursements are accurate and in conformance with HUD requirements and any
state or local law.
Develop and implement a system for the allocation of Costs, to conform to OMB
Circular A-87, Allocable Costs/Cost Principles. Develop and implement a plan for
transitioning from cost allocation plan to fee-for-service under Asset Management.
Develop and implement a system of Internal Control over payments made in the
Section 8 Housing Choice Voucher Program to provide reasonable assurance that
disbursements are for the approved Contract amount.

a. Correct any and all accounting errors in the Housing Choice Voucher

program including approximately $7.1 million in receivables from HUD

6/30/08 — Ongoing

7/31/07

9/30/07

6/30/07

Ongoing
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incorrectly reported in fiscal year 2005 and approximately $6 million in
receivables from HUD incorrectly reported in fiscal year 2006.

b. Reconcile VMS data to restated financial statements through fiscal year
2006 and establish proper controls to maintain accurate data in VMS
thereafter.

C. Obtain adequate and accurate financial statement audits.

1. Provide restatement of financials for fiscal years 2004 through 2006, except that
the RA may, in his sole and exclusive discretion, require such general and/or
limited audits as the RA decides are necessary to create a baseline for MDHA or
any federal program administrated by MDHA.

a. Engage IPA approved by HUD to perform re-audits of fiscal years 2001
through 2006

b. Submit audit reports and FASS certifications to HUD for review and
approval within 15 days from the date of completion of each of the
respective audits.

c. The re-audits shall be addressed to the County and paid for with County
funds.

d. The funding for payment of the re-auditing that is required herein must be
approved by the County no later than thirty (30) days after the Effective
Date,

e. MDHA must resubmit all re-audited financial statements to HUD no later
than December 31, 2007.

2. Engage IPA approved by HUD for financial statement audits.

12/31/07

Ongoing

D. Provide General Depository Agreements for all financial institutions.

7/31/07

E. Budget

1. Prepare and have approved by the RA during the period of receivership, and the
Miami-Dade County Board of Commissioners thereafter, balanced operating
budgets for each Federal awards program for all fiscal years covered by this Plan,
which are prepared at the program and project level.

2. Submit budgets to HUD no later than 75 days prior to the PHA’s fiscal year

beginning date.

Do not incur any operating expenditures except pursuant to those budgets.

4. Provide RA during period of receivership and the Board thereafter with monthly
report that compares budgeted expenses to actual expenses and receive RA
approval during the period of receivership and, thereafter, Board approval for all
budget variations.

5. In the event that unbudgeted expenditures are incurred in emergencies to eliminate
serious hazards to life, health and safety, amend the operating budget according

6. In addition, for fiscal year 2007:

a. MDHA shall provide HUD with a balanced budget for all federal accounts
with specific description of sources and uses of funds and provide actual
expenditures through 5/31/07 against the approved balanced budget no

»

7/15/07
7/15/08

Ongoing

FY2007

later than 6/15/07.
i b. No later than the 15th of the month, MDHA must provide to HUD
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monthly reports comparing budget to actual expenditures for the preceding
month and cumulative to date for the fiscal year, as well as any approved
changes to the budget.

Capital Assets general ledger accounts. Specifically, identify all administrative (“soft
costs”) that have been incorrectly capitalized to MDHA’s general lender Capital Asset
accounts. Reclassify any and all loans amounts, land acquisitions, any demolition
costs, real property purchased or sold, and any improvements to real property so those
entries conform to GAAP and reflect the mixed finance agreements in place for
Scott/Carver Homes and Ward Towers

F. Maintain Net Income/Loss Ratio by analyzing income and expenses to assure a 7/31/07
balanced budget or positive cash flow, revise budget as necessary.
G. Correct any and all existing errors in the HOPE VI and Capital Fund Program (CFP) 6/30/07

A. Improve timeliness of evictions, effectiveness of write-off policies, use of home visits,
and repayment agreements.

10/31/07

B. Occupancy.
1. Develop and implement tracking method to determine occupancy loss. (One,
minus unit months leased divided by unit months available).
2. Develop and implement marketing strategies to increase occupancy, and improve
collections.

3/31/07

C. Expense Management/Utilities. Develop and implement tracking method to
determine operating expenses, including, without limitation, utility expenses:
1. Analyze spending patterns and develop and implement recommendations for cost-
cutting strategies.
2. Make certain that withdrawals are not made for specific Federal award programs
in excess of the funds available on deposit for that program. Discontinue the
practice of deficit spending.

3/31/07

7/31/07
Ongoing

D. Develop and implement a procedure or system to accurately track unit
turnaround time.

1. Develop and implement procedures for identifying and documenting key dates
(date vacated, date to maintenance, date returned to leasing, lease-up date, and any
exempt dates). Submit a draft copy to HUD for comment and approval.

2. Establish standards for each phase of the turnaround process aimed at an average
turnaround time of 30 days or less; submit a draft copy to HUD for comment

3. Develop and implement a vacant unit turnaround log that tracks all critical dates

4. Maintain file documentation for exempted units, such as fire damage, mod units
deprogrammed, etc., showing dates. ‘

5. Begin to submit Vacant Unit Turnaround Log to Board and HUD monthly

7/31/07

E. Identify and resolve problems in the unit turnaround process that cause units to
exceed the 30 day standard:
1. Analyze data for all units vacant more than 30 days; identify reasons for delays in

7/31/07
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all three phases of turnaround time; submit copy to HUD and comply with all
HUD directives in connection with remedying any delays.

2. Develop and implement plans, with specific tasks, responsible parties and due
dates, for addressing the top five reasons for delays in down time, and submit copy
to HUD.

F. Develop and implement written policy and procedures for a program-wide 7/31/07
quality control process.
1. Develop and implement a Quality Control policy, including integration of unit
make-ready data and submit to HUD for comment and approval.
2. Develop and implement draft detailed procedures, for each department and submit
to HUD for review and approval.
3. Present to Board for adoption.
4. Issue finalized policy and procedures to staff in a memo, with an effective date,
provide staff training and implement.
5. Update and revise outdated and obsolete forms.
6. Submit copies of quarterly QC reports to HUD for comment. (Due 60 days after Quarterly reporting
each quarter) Begins 10/31/07
10/31/07
7. The Board shall contract for comprehensive assessments of the Housing Choice
Voucher Program. The selected contractor is subject to HUD approval.

G. Review the Admissions and Continuing Occupancy (ACOP) and Administrative 7/31/07
Plan to insure that it conforms to current HUD guidance and revise as
necessary:

1. Ensure that all references to HUD regulations, as amended or other guidance are
correct.

2. Resolve any conflicts between the existing ACOP and current PHA Plan regarding
the structure of the waiting list.

3. Revise to include program and regulatory requirements (charges to administrative
fee reserve, LEP, VAWA, college student admissions, definition of independent
student, verification hierarchy).

H. Ensure that the waiting list accounts for all relevant factors (e.g. income tier, 7/31/07
preferences, date and time of application) when placing applicants on the list, so that
the list accurately reflects MDHA'’s policies.

L Establish and implement procedures to ensure that tenants’ income and assets 7/31/07
are properly verified and files are properly documented:
1. Obtain 3™ party verification of income and assets whenever possible; use EIV. Ongoing
2. When 3" party verification is not available, document the reason in the file. Ongoing
3. Document each file to show how income and assets were calculated and that all Ongoing
categories of income and assets were considered.
4. Implement supervisory controls to monitor performance and ensure compliance. 7/31/07

5. Train staff on documentation and verification procedures.
6. Establish a process, including an independent quality assurance process, to ensure
that tenant information is submitted in PIH Information Center (PIC) timely and
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accurately. »
7. Review 100% of its tenant files to ensure:
a. that all families in MDHA’s program have been re-certified within the last
year,
b. that the proper HAP has been computed for these families,
c. that the PIC reporting is timely and accurate.

J. Develop and implement utility consumption data in accordance with 24 CFR
965, Subpart E.
1. Obtain current utility rate data and update current utility allowances and submit
draft to HUD for review.
2. Retain documentation supporting calculation for review by residents and HUD,
including all surcharges and allowances paid, and updates.

7/31/07

Ongoing

K. Develop and implement a comprehensive, new Maintenance Plan (with practices and
procedures) to include a detailed analysis/rationale of the relationship between central
maintenance functions and the maintenance functions at each development and a
quality control system.

10/31/07

L. Modify existing or purchase an integrated, automated Work Order and
Inspections System that can handle the complexity of the MDHA portfolio and
will be useable by management to assess and control the maintenance
accomplishments of each property and MDHA as a whole.

1. Identify Housing Managers work order systems parameters.
2. Modify or procure work order system. '

10/31/07

8/31/07
10/31/07

M. Implement Work Order and Inspection System
1. Ensure that all Exigent Health & Safety (EH&S) violations are remedied, abated,
or corrected and that work orders are created and tracked for each occurrence of
EH&S violations.
2. Identify all EH&S violations as Priority Code 1, Emergency per the Maintenance
Plan.
3. Abate or complete all EH&S emergencies in 24 hours.
4. Schedule periodic quality control review of Work Orders System by the MDHA
managers/agents.
a. Establish quality control (QC) standards and sampling rates for managers.
b. Initiate QC reviews.
_c.Review as part of quarterly management meetings.

1/31/08

Ongoing

N. Ensure that the HUD inspection requirements are adequately conducted and
recorded in accordance with HQS, UPCS and local building code requirements.
1. Ensure inspection form includes HQS, UPCS and local building code.
2. Ensure that the total number of emergency and non-emergency work orders and
the total days to complete work orders are fully supported by the underlying
records.

Ongoing

6/30/07
7/31/07

O. Reconcile unit counts in the 3 databases, i.e., Finance, UPCS Inspection
Department and PIC (pending correction of the data on PIC).
1. Develop and implement a method for establishing a final, correct number — using

7/31/07

Miami-Dade Improvement Plan Page 9 of 9

17




what is on the ground.

2. Establish the correct number, and make appropriate adjustments to databases, as 10/31/07
appropriate, with needed justifications to the files.

3. Make any needed ACC amendments, and releases of Declarations of Trust. 10/31/07

P. Increase customer satisfaction based on the results of the Board conducted 10/31/07

Customer Satisfaction Survey which will be done pursuant to Section LB.2

above. [Reference 24 CFR Part 984; PIH Notice 93-23]

1. Analyze the results of any survey that is conducted to determine areas of weakness 1/31/08
and strength. 4/30/08

2. Develop and implement a Follow-Up Plan [survey for FYE 3/31/06], and submit a
copy to HUD. Address identified weaknesses and build on strengths. Ensure the
Plan includes the areas of Maintenance and Repairs, Communication; Safety; and
Neighborhood Appearance. Seek input from resident leadership and resident

groups. Include a data collection process for on-going measurement of the level of Ongoing
customer satisfaction. 10/31/08
3. Conduct follow-up resident satisfaction survey to compare results with original
survey.
Q. Capital Needs 10/31/07
1. Contract for independent capital needs assessment of all MDHA properties.
2. Include in one year and five year plans actions, resources and sources of funding to 7/15/08
address identified needs.
3. Quarterly reports to Board and HUD on accomplishments and progress. Ongoing
4. Provide accounting of how MDHA has utilized disaster grant received in 2006. 7/31/08
R. Comply with 5 year energy audit requirements. Incorporate results of Energy Audit in 10/31/07
five-year plan. 7/15/08
S. Comply with environmental requirements Ongoing
1. Provide documentation to show requirements have been met for all open CFP 10/31/07
programs oy

2. Establish and implement procedures to ensure completion of an environmental
assessment for all current and future construction/modernization projects.
3. Update Environmental Assessment annually as needed.

T. Review the current approved Revitalization Plan (“RP”), approved on 7/31/07
September 13, 2004, to create 419 units.
1. Confer with HUD and local stakeholders for purposes of clarifying or revising
HOPE VI revitalization plans, goals and objectives.
2. Determine whether current approved RP should be implemented or revised.
3. Ifthe MDHA goes forward with a plan to increase the number of public housing
units, it will need to request such a change in a revised RP for HUD approval.

a. The revised RP shall be submitted within 90 days of the Effective Date of
this Agreement, including the timeline and the projection of leveraged
funds. :

b. The Rental Term Sheet for the next phase shall be submitted within 90 days
of HUD's approval of the revised RP.

Miami-Dade Improvement Plan Page 10 of 10
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4.

9.

10.

11.

Submit revised RP to HUD for approval (including the following):

a. A narrative description of all phases and the types and numbers of units to
be developed in each phase;

b. A Total Development Cost (TDC) calculation for the entire project,
inclusive of all of the phases being proposed and accounting for the $16
plus million that MDHA has already drawn down,

c. A detailed total project budget that includes projected sources and uses for
every phase;

d. A detailed HOPE VI budget using Form HUD-52825-A, Parts I and IT;

e. A project schedule including all major milestones for predevelopment and
development activities (Refer to the previously used HOPE VI Quarterly
Report as a guide) and at a minimum, milestones for start and completion
of construction for each phase;

f. A preliminary site plan and preliminary design plans;

g. A cost allocation plan reflecting all administrative staff charged to the
HOPE VI budget, roles and responsibilities, amount of time spent and
proration of their salaries.

h. Confirmation of support of public housing residents, the neighborhood and
important community groups.

HUD will review and analyze the revised RP to determine if it is sound, financially.
feasible, consistent with the needs of the community, in compliance with the
provisions in the Safe Harbor/Cost Control Standards, within TDC and Housing
Construction Costs, and meets other HOPE VI and public housing requirements.
HUD will approve the revised RP or request that additional changes be made.
Submit rental/homeownership term sheets for first phase including the following:
project and financing overview,

proposed partners,

operating pro forma,

cost estimate and schedule,

final unit mix

summary project and budget

project plans

and other items included in mixed-finance proposal.

MDHA will submit an application for disposition approval in accordance with the
approved Revitalization Plan.

Establish an Advisory Board for the HOPE VI programs which provides a
workable organizational structure for oversight purposes, assignment of
responsibilities and timetable for performance for the redevelopment effort, and
provides oversight for obtaining meaningful results efficiently within a reasonable
and specified time period.

Procure and select professional consultants (including developer and architect).
Revise Community and Supportive Service (CSS) plan and ensure that CSS
activities are conducted and tracked.

PR e ao o

8/31/07

Ongoing

9/30/08
8/31/07
10/30/08

Complete additional predevelopment work including design work, completion of

Miami-Dade Improvement Plan - Page 11 of 11
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construction drawings, and bidding of construction.

12. Close project with HUD and begin construction.

13. MDHA will provide monthly reports to HUD on predevelopment, construction
and CSS activities (conference calls and written reports).

14. HUD will conduct initial site visit to review the status of the grant and general
goals of the grant in terms of overall feasibility.

15. HUD will make a site visit to analyze and confirm information in the proposed
revised RP.

Ongoing

10/15/07

U. Within six months of the Effective Date of this Agreement, the MDHA shall update
deeds of trust to conform with HUD requirements. Any conflicts of title shall be
identified. The MDHA shall provide current copies of all deeds of trust to local HUD
offices for recording.

11/31/07

Miami-Dade Improvement Plan Page 12 of 12
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ADA Coordination

Agenda Coordination

Animal Services -

Art in Public Places

Audit and Management Services
Aviation

Building

Building Code Compliance
Business Development

Capital Improvements

Citizens’ Independent Transportation Trust
Commission on Ethics and Public Trust
Communications

Community Action Agency
Community & Economic Development
Community Relations

Consumer Services

Corrections & Rehabilitation
Cultural Affairs

Elections

Emergency Management

Employee Relations

Empowerment Trust

Enterprise Technology Services
Environmental Resources Management
Fair Employment Practices

Finance

Fire Rescue

General Services Administration
Government Information Center
Historic Preservation

Homeless Trust

Housing Agency

Housing Finance Authority

Human Services

Independent Review Panel
International Trade Consortium
Juvenile Services

Medical Examiner

Metro-Miami Action Plan
Metropolitan Planning Organization
Park and Recreation

Planning and Zoning

Police

Procnrement Management

Property Appraisal

Public Library System

Public Works

Safe Neighborhood Parks

Seaport

=~ Solid Waste Management
Strategic Business Management
Team Metro

Transit

Task Force an Urban Economic Revitalization
Vizcaya Museum And Gardens

Water & Sewer

‘the County conducted an lndependent revxew of MDHA’

Office of the County Manager
111 NW Tst Street e Suite 2910
Miami, Florida 33128-1994
T 305-375-5311 F 305-375-1262

miamidade.gov

ATTACHMENT M

May 15, 2007

Mr. Orlando J. Cabrera

Assistant Secretary for Public and Indian Housing

U. S. Department of Housing and Urban Development
451 Seventh Street, S. W. Room 4100

Washington, DC 20410

Re: Declaration of Default — Section 8 Consolidated Annual Contributions
Contract and Declaration of Substantial Default — Public Housing Annual
Contributions Contract letter

Dear Mr. Cabrera:

This letter acknowledges the County’s receipt of the undated Declaration of
Substantial Default — Public Housing Consolidated Annual Contributions
Contract and Declaration of Default-Section 8 Annual Contributions Contract
(collectively, “Notices”), which are the first notification to the County of the
existence of certain events or conditions which HUD claims constitute a
substantial breach or default. This letter also serves as the response of Miami-
Dade County (“County”, “Miami-Dade Housing Agency”, or “MDHA”) to the
allegations and assertions raised by the United States Department of Housing
and Urban Development (‘HUD”) set forth in these Notices and HUD's
determination that the County is in default under the Section 8 ACC and in
substantial default under the Public Housing ACC. This response is permitted
under the U.S. Housing Act of 1937 (“Act”), as amended, and the federal
regulations..

Our response to the Notices, which is attached hereto and incorporated herein,
is based solely on the allegatlons expressly enumerated by HUD in said
Notices. In the event HUD amends its Notices based on the County's
response; attempts to include or incorporate any additional information, reports
(including the REAC report) or audits conducted by HUD or its agents not
specifically incorporated or referred in the Notices; or receives and relies upon
new information as a basis for the Notices, the County hereby reserves its right
to amend this response. The County also reserves the right to appeal any
determination by HUD that the County is in default or in breach of the ACCs.

The County is not in substantial default or breach as
regulations or the ACCs. Since April 2006 and prior to F
Fall of 20086, the County has made considerable progress

administer MDHA. This' team of profeSSIOnals, under the_ Ieadersh;p of the
present director, Kris Warr /:he i rati

..qu
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and staff, identify any areas of weakness, ensure that the day-to-day operations continue and
address administrative issues, while ensuring that the residents who are served by MDHA
continue to be served well.

To evidence our tireless commitment to the residents of Miami-Dade County and to HUD, the
new. MDHA administration embarked on “Operation Rejuvenation” in July 2006. Below is a list,
although not all-inclusive, of the numerous accomplishments  and efforts of the new
administration.

MDHA Overall

. - County. Manager appointed a- MDHA Management Assistance Team ("MAT") to review

- and assess the operational condition of the agency in April 2006. '

* MAT issued their first report ‘in July 2006 with a second report, including further
administrative and managerial changes.in September 2006 with subsequent reports and
memos thereafter. S S

e The County terminated top management officials associated ‘with the prior
administration. ' A ? LT L e

-..'» MAT requested technical assistance from HUD. :
~ » The County recruited new senior management, including the Director, the Chief

' Finaricial Officer, and the Chief Operating Officer between December 2006 and January

~ o 2007. Y : - : ‘

* - As issues warranted higher degrees of scrutiny, the County took necessary steps to

- investigate and take immediate and necessary action. o
e The County developed and implemented an Improvement Plan, which continues to be
~ refined by the administration o ,

¢ Improvement Plan actions include:

- o Negotiated the return of property and assets of MDHA Development Corporation,

~ a not-for-profit created by the County.. ' ‘

o Drafted Reorganization Plan, to be released with budget approval.

o Converted MIS software to improve efficiencies.

o Contracted with Casterline and Associates, a certified public accounting firm that
specializes -in assisting' PHAs, on financial management issues, to perform
analysis and provide recommendations on accounting structure, policies and
procedures. BRI ' :

o Commenced initial steps to procure the services of a new audit firm to conduct
the 2007 external independent audit. , ‘

- o Implemented a new financial management process in the area of Grant
. Administration and ELOCCs. ‘ ‘

5 /mproyement Plan for Section 8 Program

Cel Putinplace Workout Plan to décrease back-log and increase quality.
X ContraCted_with Emphasys Consulting to perform Section 8 tenant recertifications for all
- . participants. - R R v i
e Employed ten (10) temporary staff members to set up a new file system.
e Instituted training and examination ‘of employees as a_condition of employment on
. Private'Rental Housing and Application and Leasing Center. '

'
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o Staff received additional training on software system functionality and usage.

¢ Ongoing updates to the Section 8 Administration Plan are in progress.

» Initiated landlord town hall meetings and landlord advisory group for increased and open
communication platform.

¢ Implemented new financial management processes for VMS, Portability and FSS.

¢ Commenced the compilation of new policy and procedures manuals for all Section 8
financial management activity.

Improvement Plan for Public Housing Program

o Took steps to move MDHA to Asset Management platform in compliance with HUD
directive.

¢ Prepared site-based policies and procedures manual.

¢ Implemented monthly property performance monitoring reports consistent with PHAS
indicators.

e Implemented new financial management process in the area of grant administration,
reconciliation and ELOCCs.
Prepared new site based management procedures manuals.
Commenced the compilation of new policy and procedures for ail public housmg fiscal
management activity.

o Installed DSL capabilities at all properties for EIV access.

¢ Making ongoing improvements in HOPE VI program.

Having made all of the progress outlined briefly above, the County remains committed to
improving the operations and financial management of the MDHA.

In light of our substantial progress and our continued desire to negotiate with HUD in good faith,
we are dismayed that HUD officials continue to make public statements of a possible federal
takeover of MDHA, in an attempt to involuntarily separate MDHA from the County governing
structure. For example, the County is concerned by Deputy Secretary Roy Bernardi’s interview
with the Miami Herald, published on April 29, 2007, in which he indicated that HUD's “decision
has been made” and that “HUD cannot offer the intermediate measures that normally precede
takeovers.” Any attempt to effectuate a takeover without first allowing the County to avail itself
of the rights and remedies set forth in the U.S. Housing Act of 1937 (“Act”), as amended, the
federal regulations and the Public Housing and Section 8 Annual Contribution Contracts
(collectively “ACCs") is a violation the Act, regulations and the ACCs.

Specifically, 24 C.F.R. § 902.79(b) provides:

Notification of substantial default and response. If information from an annual
assessment or audit, or any other credible source (including but not limited to
the Office of Fair Housing Enforcement, the Office of the Inspector General, a
judicial referral or a referral from a mayor or other official) indicates that there
may exist events or conditions constituting a substantial breach or defaul,
HUD shall advise a PHA of such information. HUD is authorized to protect the
confidentiality of the source(s) of such information in appropriate cases. Before
taking further action, except in cases of apparent fraud or criminality, and/or’in
cases where emergency conditions exist posing an imminent threat to the life,
health, or safety of residents, HUD shall afford the PHA a timely opportunity to
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initiate corrective action, including the remedies and procedures available to
PHAs designated as troubled PHASs, or to demonstrate that the information is
incorrect.

Regarding the alleged violation of the Public Housing ACC, the Act and HUD implementing
regulations, it is clear that 902.79(b) requires HUD to afford the County a reasonable time to
initiate corrective action and to avail itself of the remedies and procedures available to troubled
PHAs. HUD's Notices do not allege or demonstrate there is apparent fraud or criminality, and/or
emergency conditions existing relating to MDHA which would pose an imminent threat to the
life, health, or safety of residents. Therefore, HUD is required to provide the County adequate
time to “cure” any deficiencies. Clearly, a twenty-two day notice of a substantial default is not a
reasonable period of time to cure any of the alleged deficiencies, although as demonstrated by
the attached, the County has made substantial progress in curing all of HUD’s concerns. Any
attempt by HUD to take over MDHA without a right to appeal or cure would be a violation of the
Act and the regulations.

The County is entitled to avail itself of all of the appellate remedies provided by contract and
applicable law. Under 24 C.F.R. part 985, the County has the right to appeal any decision by
HUD that directly or constructively impacts the overall or individual indicator SEMAP scores that
the County has received in the past. Clearly, a determination of substantial default of the
Section 8 program rules and/or ACC should affect the County’s previous SEMAP scores and
accordingly, the County will appeal such decision on that basis. =

Furthermore, HUD has established definitive guidelines for itself and PHAs. These guidelines
provide that “the declaration of substantial default or breach of contract is a drastic measure and
should only be considered when: (1) PHA performance problems are severe, pervasive, and
systemic; (2) the PHA and/or the locality consistently and vigorously resists problem-solving
efforts; and (3) other remedies have been exhausted or determined inappropriate because of
the urgent need to take immediate action.” See HUD Handbook 7460.7. Clearly, HUD has
failed to follow its own directives in this situation. These directives are the equivalent of federal
regulation, and must be followed by HUD. (See Rule 000-2co(3); When statutes, regulations or
other policy and requirements are clear, for example, HUD could proceed directly to directives
for issuing procedures without intervening the Federal Register System.) i

Finally, pursuant to the Administrative Procedures Act, the County has the right to seek judicial
review of any final agency action in federal court. The County intends to avail itself of all of
these appellate remedies. The County is concerned, however, that HUD has already made a
decision to attempt a takeover of MDHA, regardless of what the County does, and that the
County will not be provided with a meaningful or fair opportunity to appeal. This concern is
justified by HUD's numerous statements that a takeover is imminent and, in particular, the April
29th statement by Deputy Secretary Bernardi, that “a decision has been made.” This statement
poses a real problem as it is unclear how HUD can provide the County with due process, its
contractual rights and remedies, and a fair administrative appeal when HUD has already made
its decision.  Accordingly, the County hereby demands assurances pursuant to the Public
Housing ACC and the applicable regulations, prior to any intervention by HUD that (i) HUD will
not attempt to takeover MDHA without first allowing the County to exhaust these appeals and (ii)
that HUD will consider the County's administrative appeals in good faith. Likewise, since it is
clear that the Public Housing ACC and applicable regulations provide the County with a right to
cure, the County demands assurances that it will be given a meaningful opportunity to cure any
defects or defaults that are upheld in such appeals.
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We reserve all rights to avail ourselves of all remedies as permitted under law and to amend our
response to the Notices as deemed necessary.

L#—/X,/L/L/s-/
GEORGE M. BURGESS
County Manager

c. Carlos A. Alvarez, Mayor
Chairman Bruno A. Barreiro
Members of the Board of County Commissioners
Murray A. Greenberg, County Attorney
Alphonso Jackson, Secretary, HUD ,
Robert Couch, Acting General Counsel, HUD
Michael Flynn, General Deputy General Counsel, HUD

=



Response and Appeal of Declarations of Default
and Substantial Default Notices

May 15, 2007
Page 6 of 34
MIAMI-DADE COUNTY’S RESPONSE TO
DECLARATION OF DEFAULT — SECTION 8
ANNUAL CONTRIBUTIONS CONTRACT
Violation

Per HUD “1) Violation of Section 8 ACC, Sections 9 and 11

Sections 9 and 11 of the Section 8 ACC are designed to ensure that MDHA does
not expend more funds than it has available for its program. In addition, Sections
9 and 11 of the Section 8 ACC require that MDHA establish and follow an
operating budget. In FY 2004 and 2005, MDHA operated its Section 8 Housing
Choice Voucher program at substantial deficits, depleting its reserves, which
contributed to its having to accept over $26 million in nonfederal funds to
subsidize federal programs, including the Section 8 program. MDHA is required
to pay at least $9.6 million of these funds over 10 years with income from non-
subsidized MDHA sources. The nonfederal funds consisted of Documentary
Surtax funds received by Miami-Dade County under state law. The transfer of
County Surtax funds to subsidize the Section 8 Housing Choice Voucher
Program violates state law because it is an impermissible use of those funds.”

Response:  MDHA did not operate the Section 8 program during 2004 and 2005 at
substantial deficits.

Alleged 2004 Deficit

In FY 2004 MDHA filed a year-end settlement statement HUD Form — 52681
(YES) with the department reflecting a receivable in the amount of $4,219.822 in
accordance with PIH Notice 2005-9 Section 3(d). HUD provided this settlement
funding in March of 2005. See attached copy (exhibit A) of the FY2004 HUD
Form 52681 and the March 2005 bank statement (exhibit B) evidencing receipt of
the settlement funding provided by HUD. Therefore, the County disputes the
statements related to FY 2004 deficit, as HUD provided funding after the
receivable from HUD was booked.

Alleged 2005 Deficit

In FY 2005 MDHA did not operate the program at a substantial deficit. The
County hired a new management team that completed an analysis of the
Housing Choice Voucher Program fund balance in January 2007 to bring the
agency into compliance with PIH Notice 2006-3.

During this analysis it was discovered that MDHA had mistakenly expensed the
Portability vouchers ($5,310,091) as part of the HAP expense instead of
recording same as Accounts Receivable; thereby, giving the appearance of a
substantial deficit. The agency received $114,289,642 plus $3 million deferred
revenue (see attached e-mail (exhibit C) and April 13, 2005 bank statement
(exhibit D) for housing assistance payments (HAP) and expended $116,678,738
for HAP, resulting in a 2005 HAP equity of $610,904. The agency did not
operate the program at a deficit after the correction of the portability mistake and
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Summary:

Violation
per HUD:

the $3 million of deferred revenue. MDHA has corrected the $5,310,091
portability mistake.
Surtax Matter

Pursuant to Florida Statute 125.0167(3), “...... The proceeds of the surtax shall
not be used for rent subsidies or grants.”

MDHA did not operate the Section 8 Housing Choice Voucher Program at a
substantial deficit for FYs 2004 and 2005 and did not use surtax funds for rent
subsidies.

The allegation that MDHA operated the program at a substantial deficit for FYs
2004 and 2005 is incorrect. Additionally, the allegation concerning the uses of
surtax is incorrect. MDHA had made corrections as stated above for the FY
2005 purported deficit.

“2) Violation of Sections 3(a), 8(c)(3), and 8(0)(5) of the United States

Housing Act of 1937 and C.F.R. § 982.516(a)

MDHA did not perform annual tenant recertifications in a timely manner. See
Sections 3(a), 8(c)(3), and 8(0)(5) of the United States Housing Act of 1937, as
amended, 42 U.S.C. 1437a(a)(1), 1437f(c)(3) and (0)(5); 24 C.F.R. § 982.516(a).
MDHA failed to conduct annual reexaminations of the family income of
approximately 85% of its Section 8 program participants since 2005, or in some
cases since 2003 and 2004. Because of this failure to conduct reexaminations,
MDHA cannot assure HUD that its limited Section 8 funds were expended in
accordance with the program requirements.”

Response:The County is aware that MDHA is behind in its annual recertifications; however, this

situation is also currently being addressed by the MDHA. However, based on the
reasons set forth below, MDHA’s untimely recertification of program participants
does not constitute a default of the Section 8 ACC that warrants the drastic
measures proposed by HUD. At a minimum the County is entitled pursuant to 24
C.F.R. part 985, to initiate corrective action.

First, in 2005 the South Florida area was negatively impacted by an
unprecedented number of hurricanes. Thus, in 2006 MDHA requested and
received from HUD a waiver of its SEMAP obligations citing the impact of the
2005 hurricanes. HUD has extended this waiver until December 30, 2007.

Second, HUD alleges that “MDHA failed to conduct annual reexaminations of the
family income of approximately 85% of its Section 8 program participants ..."
However, based on a review of our records, only approximately 40% of the
Section 8 annual re-examinations are late, and according to the HUD PIC system
only approximately 33% are late.

Although we have been granted a waiver from certain SEMAP obligations, we
also recognize that we are obligated to ensure that annual recertifications are
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Summary:

3)

Violation
Summary
Per HUD:

done in a timely manner. Thus, MDHA staff has already initiated corrective
action by identifying the late re-examinations and MDHA has engaged a
contractor to complete the back-log. We anticipate that our efforts will continue
over the next 90-120 days.

With regard to HUD's allegation that HUD cannot be assured that its limited
Section 8 funds were expended in accordance with the program requirements,
the County gives its assurance that if any program funds were improperly
expended, MDHA will take all necessary steps to recover these funds as outlined
in PIH Notice 2005-7..

Although the County denies that any deficiencies associated with untimely
recertifications constitutes a default under the Section 8 ACC, the County is
taking corrective action to ensure that MDHA continues to meet its obligations
under the regulations.

Violation of Section 8 ACC, Section 14(a) and 24 CFR section 982.158(a)

‘MDHA has failed to maintain accurate books of account and records in
accordance with HUD requirements. Pursuant to section 14(a) of the Section 8
ACC, MDHA “must maintain complete and accurate books of account and
records for a program. The books and.records must be in accordance with HUD
requirements, and must permit speedy and effective audit” See also 24 C.F.R.

982.158(a).”

The County responds to each of the specific alleged violations as follows:

Violation
Per HUD:

Response:

“3(a) Annual Financial Statements Contained Material Accounting Errors

For each fiscal year from 2001 through 2005, MDHA has failed to prepare annual
financial statements that are free from material accounting errors. For each of
these years, MDHA has needed to record prior period adjustments (PPA) in its
Section 8 Housing Choice Voucher program to correct errors in its previously
issued financial statements. Specifically, MDHA reported a PPA of $12,940,288
(representing a 535% adjustment for FY 2001; MDHA reported a PPA of
$727,378 (representing a 25% adjustment) for FY 2003; MDHA reported a PPA
of $3,024,729 (representing a 42% adjustment for FY2004: and MDHA reported
a PPA of $2,547,190 (representing an 18 % adjustment) for FY 2005
Additionally, in 2003, MDHA reported a PPA of $488,990 (representing a 12%
adjustment from its FY 2002 unaudited financial statement balances, which
balances were used because MDHA never filed audited financial statements
covering FY 2002 that were accepted by HUD.”

The information that the County has received for the noted years of prior period
adjustments is incorrect. We request that HUD confirm line 1104 for the stated

¥



Response and Appeal of Declarations of Default
and Substantial Default Notices
May 15, 2007

Page 9 of 34

periods. Our records indicate that there is a discrepancy with line 1104. The
following data has been extrapolated from our records:

2001 2002 2003 2004 2005

FDS

HUD Letter, FDS HUD Letterj FDS [HUD Letter] FDS [HUD Letter] FDS |HUD Letter|

Section 8 HCV

0/12,940,288]-12,940,288  488,9901488,990{ 727,378|-727,378| 3,024,729|-3,024,729| 2,547,190

Section 8 Certificate

1,445,320 _ 0 0

Section 8 Voucher

-7,7563,683 0 0

Upon review of the data provided by HUD, MDHA has determined the following
sequence of events may have resulted in the discrepancies between the FDS
and the data used by HUD in the Notice:

Sequence of Events relating to the FDS

1.) FY 2001 FDS entered — HUD accepted

2.) FY 2002 FDS entered — HUD rejected

3.) MDHA made adjustments to the audited FY 2002 submission which
HUD never accepted in the system '

4.) FY 2003 FDS entered — HUD accepted without the FY 2002 FDS
being accepted resulting in erroneous prior period adjustment
amounts

5.) FY 2004 FDS entered — HUD accepted

6.) FY 2005 FDS entered — HUD accepted

7.) FY2006 unaudited FDS entered — HUD accepted

8.) FY 2006 audited FDS pending submission

HUD cites as a basis of this alleged violation that there was an excessive amount
in quantity and dollar volumes of prior period adjustments.  As evidenced below,
the historical volume of prior period adjustments are de minimis for all years.

Section 8 Prior Period Adjustments

2001 The Section-8 Certificate Program was merged with the (7,753,683)
Voucher Program in FY 2002 and accordingly, the Interprogram
due to and due from of both programs in 2001 were merged, 1,445,320
and reflect a net zero amount in FY2002. The PPA reflected
in FY2001 resulted from interprogram transfers of equity in
pooled cash.

FDS Line 1104 (6,308,363)

These are equity transfers not prior period adjustments.
Both prior period adjustments and equity transfers are reported on
line 1104.
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2002 The balance shown is result of the combined 2001 _ (12,940,288)
equity of Certificate and Voucher Programs as
discussed above, in addition to new Interprogram
transfers generated in FY2002, and their combined
surplus from operations of FY2002. In FY2001, the Certificate
Program included a "Due To" amount of $(13,603,309). The
$(12,940,288) equity balance results from the latter activity and
the transfer of Certificate Program to Voucher Program in FY2002.

FDS Line 1104 (12,940,288)

These are equity transfers not prior period adjustments.
Both prior period adjustments and equity transfers are reported on
line 1104. '

2003 Allocation of Program Administrative Costs to other private
rental programs:

- Substantial Rehab 4,153
- Moderate Rehab. 9,257
- Transfer of overhead cost from fund 001 to fund 074 (380,276)
- Recognition of revenues for PY 910 ref JV 27636 (134,204)
dated October 1, 2003 {
Recognition of revenues in Substantial Rehab (497,070)
- Adjustment after reconciling the Due From and the Due 498,981
To HUD ‘
- Difference caused by timing difference between the submission 10,169
the Annual Year-end Settlement and the HUD approval of
same
FDS Line 1104 (488,990)

These adjustments are all within the Section 8 programs
and represent .22% of total expenditures

2004 Allocation of Program Administrative Costs to other Private Rental Programs:

-Substantial Rehab (614,512)
-Moderate Rehab 990,893
Reversal Section 8 accrual for FY2004 (349,914)
Salaries for Moderate Rehab proj 910, charged to wrong account
on ref Jv #29832. (113,976)
Salaries charged to SRO fund 072 instead of Vouchers fund by error (91,077)
To reverse adjustment from FY2003, JV#27636 entered 10/1/2004. (504,018)
Difference estimated by timing of annual year end settlement statements
to HUD for approval and return, often with changes during subsequent year. (144,774)
FDS Line 1104 (727,378)

These adjustments are all within the Section 8 programs
and represent .29% of total expenditures
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2005 Allocation of Program Administrative Costs to other Section 8 Programs (3,024,729)
FDS Line 1104 (3,024,729)
* Mod Rehab 1 183,118

Mod Rehab 2 82,273
Mod Rehab 3 27,507
Mod Rehab 6 427,620
Mod Rehab 7 92,700
Mod Rehab 8 332,179
Mod Rehab 9 3,132
Mod Rehab 10 48,044
Mod Rehab 11 189,290
Mod Rehab 13 191,247
Mod Rehab 14 251,431
Mod Rehab 15 387,513
Mod Rehab 18 79,365
Mod Rehab 19 199,190
Mod Rehab 20 45,187
S8NC 484,935
SRO (2)

3,024,729

These adjustments are all within the Section 8 programs
and represent 1.47% of total expenditures

According to the Real Estate Assessment Center Financial Data Schedule Line
Definitions and Crosswalk Guide:

Definition

1104 Prior period adjustments, equity transfers, and correction of errors

Definition: This FDS line represents prior period adjustments that are
transactions that should be excluded from the current period’s activity
statements. With respect to governmental financial reporting, this
specifically addresses correction of errors in the financial statements of a
prior period. Errors in financial statements may result from: mathematical
mistakes; mistakes in the application of accounting principles; oversight of
facts that existed at the time financial statements were prepared; or
change from an accounting principle that is not generally accepted to one
that is generally accepted. These corrections should be presented as an
adjustment to the beginning fund balances (equity), and all previous
financial statements affected by the error must be restated. This line also
includes equity transfers between programs.

Crosswalk: Prior period adjustments, whether increases or decreases,
are made directly to the entity’s equity account(s). Postings are made to
HUD account 6010 (Prior year adjustments — affecting residual receipts)
and REAC suggested account 2806(Undesignated/unreserved/ retained
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earnings) and the appropriate asset or expense account affected by the
adjustment. The financial statements for the fiscal year impacted by the
adjustment are then restated to reflect accurate account balances.

In light of this definition, it is important to review this in context of the program history as
there have been considerable major changes over the subject time period both
programmatically and in financial reporting. The Section 8 program regulations
mandated merging the Section 8 programs from the Certificate program to the Voucher
program as the Housing Assistance Payment contracts expired resulting in the current
Housing Choice Voucher Program. As these programs merged, the fund balance from
one program was moved into the next program. This fund balance transfer is reported
on the same line as the prior period adjustments on the financial data schedule (FDS),
line 1104, but is not a prior period adjustment. The schedules above with the prior
period adjustments (and equity transfers) reflect the noted programmatic and financial
changes in the Section 8 program.

Fiscal Year 2001

Below are cut and paste details from the FDS for the voucher program and certificate
program for 2001 that reflect the fund balance (equity) transfers that are reported on
Line 1104 Prior Period Adjustments.

Program #: 14.855 - Section 8 Rental Voucher Program
- Line Item #:1104 - Prior Period Adjustments, Equity Transfers and
Correction of Errors

Account Details | Back to Revenue & Expense
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1104-120 | All Others

i Total Prior Period Adjustments, Equity Transfers ;&%
and Correction of Errors

Program #: 14.857 - Section 8 Rental Certificate Program
Line Item #:1104 - Prior Period Adjustments, Equity Transfers and
Correction of Errors ‘

Account Details | Back to Revenue & Expense

SRy

6thers

qult Transfers

g

iy

1104-120
e

| Total Prior Period Ahj:l

jand Correction of Errors

Prior Period Adjustments stated as a Percentage
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The methodology HUD employed in calculating the percentage for each year’s
prior period adjustment may not be the most appropriate methodology
considering the type of prior period adjustments and the nature of the program.

MDHA is aware that there are multiple methodologies that may be employed to
calculate ratios and percentages. It is the County’s position that the most
appropriate methodology in this case would be determined by the nature of the
subject prior period adjustment. For example: if the prior period adjustments are
for operating and administrative expenses of the program then the best
methodology for stating the adjustments as a percentage is in relationship to total
program expenditures for the subject year. HUD’s prior period adjustments
appear to be stated as a percentage of net assets which may not be relevant to
the size of the program activity for the respective fiscal periods. When stating the
prior period adjustments as a percentage of annual program size we calculate
the following:

Section 8 Prior Period Adjustments as a percent of expenditures

2001 =4.34%
2002 = 6.03%
2003 = .22%
2004 = .29%
2005 =1.47%

Fiscal Year 2002

Summary:

Violation
Per HUD:

Response:

We acknowledge that the FY 2002 financial statements were filed by MDHA and
rejected by HUD. HUD issued a late presumptive failure (LPF) and gave MDHA
a score of 0%. In response to this LPF score MDHA availed itself of the appeal
process and filed an appeal with HUD on November 5, 2003 and HUD rejected
the appeal. As this item is historic in nature and HUD has advised they will not
accept the 2002 audited FDS then MDHA has no recourse for curing this matter.

The allegation is incorrect.

“3(b) MDHA Improperly Reported Approximately $6 Million Receivable

Due From HUD

Additionally, in its 2005 audited financial statements, MDHA improperly reported
a $6.009 million receivable due from HUD for an ACC Reserve account deficit,
which decreased to $5.683 million in MDHA's 2006 unaudited financial
statements, for which MDHA was on notice that it would not receive payment.
The accounting errors distorted the true financial position of MDHA’s Section 8
Housing Choice Voucher program.”

The account receivable was eliminated in the audited 2006 financials. The
County has corrected this deficiency as evidenced by the draft submission
currently in the REAC FDS online system. MDHA acknowledges the 2005

Y
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financial statements improperly reflected a receivable from HUD. The following
is the information currently contained in the FDS:

Housing Choice Vouchers
Total Receivable as of 9-

30-06
Line Amount
Due from other Housing Authorities-Portable
121 3,353,099 Vouchers '
122 240,531  Due from HUD
124 25,311 Due from Miami-Dade County
125 375,331  Due from Section 8 Landlords
Total NO Receivable from HUD

Receivable 3,994,272

Summary:  The deficiency has been corrected and HUD’s allegation is hereby rendered
moot. .

Violation
Per HUD: “3(c) MDHA’s Voucher Management System is Inconsistent With its

Financial Statements

MDHA’s reporting in the Voucher Management System (VMS) also does not
match the MDHA’s financial statements, and the differences are material.
Voucher renewal funding is dependent on verifiable and complete data reported
by the public housing agency in the VMS. MDHA's inaccurate reporting is
extremely serious and may further adversely impact the financial viability of
MDHA'’s HCV program, placing assisted families at risk.”

. Response:  HUD cites that the Voucher Management System (VMS) does not match the
financial statements. The correction of the reporting of Portability distorted the
unaudited 2006 data. Below is a recap of the FDS and the VMS system for the
subject fiscal year 2006.

VMS - HAP

Oct-05 8,139,019
Nov-05 8,899,162
Dec-05 9,190,361
Jan-06 8,537,149
Feb-06 8,620,921
Mar-06 8,966,919
Apr-06 8,656,127
May-06 8,325,077
Jun-06 8,448,454
Jul-06 8,104,197
Aug-06 8,005,742
Sep-06 8,148,966
Total 102,042,094
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FDS line 973 - HAP 102,042,094
Variance -0-

The VMS matches the financial statements.
Summary: The violation is cured.

Violation

Per HUD: “3(d) MDHA has failed to account for approximately $6.3 million in HAP

Funds

Finally, in fiscal year 2006, MDHA failed to account for approximately $6.3 million
of Federal funds. Based on budget authority provided by HUD less expenses
reported by MDHA in the VMS, MDHA should have had a Housing Assistance
Payment (HAP) surplus of $17.8 million. But MDHA’s unaudited financial
statement for fiscal year 2006 identifies a total surplus of approximately $6
million, leaving a balance of approximately $14 million. HUD has determined that
this amount includes a phantom receivable of approximately $6 million, leaving a
balance of approximately $7.8 million in surplus HAP funds. Of the missing $10
million ($17.8 m - $7.8), HUD has determined that $3.7 million was improperly
offset against prior year deficits, which leaves $6.3 million for which MDHA has
not accounted.

Response:  As the chart below reflects MDHA can fully account for all of the Housing
Assistance Payments during fiscal year 2006. The correction of the reporting of
Portability distorted the unaudited 2006 data used by HUD in preparation of this
violation.

Reconciliation of FY2006 Housing Assistance Payments
FDS Line
1118-001 Housing Assistance Payments

Beginning Equity Balance (2,389,096)
Line 1118-010 Housing Assistance Payment
1118-010 Revenue 122,506,548
1118-025 Investment Income ' 458,787
1118-030 Housing Assistance Payments 102,042,094
1118-002 HAP Undesignated Fund Balance 18,534,145

Summary: The allegation is incorrect.

Violation
Per HUD: “4) Violation of Section 8 ACC, Section 13(c) and HUD Notice PIH 2006-3

16



Response and Appeal of Declarations of Default
and Substantial Default Notices
May 15, 2007

Page 17 of 34

Response:

Summary:

Section 13 (c) of the Section 8 ACC provides that the public housing agency may
only withdraw deposited program receipts for use in connection with the program
in accordance with HUD requirements.

HUD Notice PIH 2006-3, Reduction of Annual Contributions (ACC) Reserves,
Rescission of Requirements Under Form HUD-52681 for Most Housing Choice
Voucher Program Units, and Sanction for Failure to Submit Required Financial
Reports Pursuant to 24 C.F.R. § 5.801, issued January 11, 2006, expressly
states that ACC reserve account deficits from 2004 and prior years shall not be
paid from the Undesignated Fund Balance Account (now known as Unrestricted
Net Assets — HAP) and will not be funded by HUD.

MDHA reported a deficit in HAP funds for the period October 1, 2004 through
December 31, 2004 of $2,016,716. MDHA eliminated $1,718,183 of this deficit
by using funding provided by HUD for the calendar year 2006 HAP, in violation of
HUD requirements.”

In FY 2005 MDHA did not operate the program at a substantial deficit. The
County hired a new management team that completed an analysis of the
Housing Choice Voucher Program fund balance in January 2007 to bring the
agency into compliance with PIH Notice 2006-3. October 1, through December
31, 2004 is the first quarter of the 2005 fiscal year. Our records indicate, as
stated in the County’s response to the first alleged violation above, in FY2005
MDHA received $114,289,642 plus $3 million deferred revenue for housing
assistance payments (HAP) and expended $116,678,738 for HAP, resulting in a
HAP equity of $610,904 for the subject fiscal year.

The allegation is incorrect.
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Violation
Per HUD:

Response:

MIAMI-DADE COUNTY’S RESPONSE TO
DECLARATION OF SUBSTANTIAL DEFAULT -
PUBLIC HOUSING ANNUAL CONTRIBUTIONS CONTRACT

“1) Material Accounting Errors in Annual Financial Statements from
2001 and 2005

Section 15(A) of the ACC requires MDHA to ‘maintain complete and accurate
books of account for the projects of the [MDHA] in such a manner as to permit
the preparation of statements and reports in accordance with HUD requirements,
and to permit timely and effective audit.” Additionally, pursuant to section 9(C) of
the ACC, MDHA must ‘maintain records that identify the source and application
of funds in such a manner as to allow HUD to determine that all funds are and
have been expended in accordance with each specific program regulation and
requirement.’

For each fiscal year from 2001 through 2005, MDHA has failed to prepare annual
financial statements that are free from material accounting errors. For each year,
MDHA has needed to record significant prior adjustments (“PPA”) in its Low Rent
Public  Housing program to correct errors in its previously issued financial
statements. Specifically, MDHA reported a PPA of $84,016,869 (representing a
91% adjustment) for FY 2001; in 2004, MDHA reported a PPA of $1,502,149
(representing a 25% adjustment) for FY 2003; MDHA reported a PPA of $97,006
(representing a 1% adjustment) for FY 2004; and MDHA reported a PPA of
$909,668 (representing a 6% adjustment) for FY 2005. Additionally, in 2003,
MDHA reported a PPA of $76,451,702 (representing a 539% adjustment) from its
FY 2002 unaudited financial statement balances, which balances were used
because MDHA never filed audited financial statements covering FY + 2002 that
were accepted by HUD.

The persistent accounting errors distorted the true financial position of MDHA's
Low Rent Public Housing program and demonstrate that MDHA was not
maintaining accurate books and records in accordance with HUD requirements.
Because MDHA's accounts were consistently in need of substantial restatement,
they were insufficient to identify the source and application of funds in such as
manner as to allow HUD to determine that all funds are and have been expended
in accordance with each specific program regulation and requirement.

The information that the County has received for the noted years of prior period
adjustments is not accurate as stated. We request that HUD confirm line 1104
for the stated periods. Our records indicate that there is a discrepancy with line
1104. The following data has been extrapolated from our records:

¥
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2001 2002 (Unaudited) 2003 2004 2005
FDS Letter FDS Letter FDS Letter FDS Letter | FDS Letter
9,077,336] 84,016,869 84,016,869] 76,451,702} -76,451,702] 1,502,149} 1,502,149 97,006] 97,006 909,6¢

Upon review of the data provided by HUD, MDHA has determined the following
sequence of events may have resulted in the discrepancies between the FDS
and HUD’s letter

Sequence of Events relating to the FDS

1.) FY 2001 FDS entered — HUD accepted

2.) FY 2002 FDS entered — HUD rejected

3.) MDHA made adjustments to the audited FY 2002 submission which
HUD never accepted in the system

4.) FY 2003 FDS entered — HUD accepted without the FY 2002 FDS
being accepted resulting in erroneous prior period adjustment.

5.) FY 2004 FDS entered — HUD accepted

6.) FY 2005 FDS entered — HUD accepted

7.) FY2006 unaudited FDS entered — HUD accepted

8.) FY 2006 audited FDS pending submission

HUD cites as a basis of this alleged violation that there was an excessive amount
in quantity and dollar volumes of prior period adjustments. As evidenced below,
the historical volume of prior period adjustments are diminutive for all years with
the exception of 2002 and 2003 which are the result of GASB #34
implementation and the result of the rejected FDS in Fiscal Year 2002.

Public Housing Prior Period Adjustments

2001 Independent Auditor Adjustment
Due from Other Funds - 7,944,414
The $7,944,414 amount is part of the total $8,507,537
Due from Other Funds - on page B-1 of audit report.
The audit report shows offsetting Due to Other Funds
that all net out to zero, as shown on pg A-27 of audit.

This line represents prior adjustments that fall

under HUD's pre-GAAP definition of expenses incurred 1,132,922
in a prior FY period but paid in the current FY. The final

submission comments explained that such costs

would be entered in the 900 series line items in future.

FDS Line 1104 ‘ 9,077,336

2 adjustments - 1 from the independent auditor and
one following the matching principle of expensing to the period the service
was provided
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2002

2003

2004

2005

Per implementation of GASB 34 guidelines, the

General Fixed Assets Account Group and the

General Long-Term Debt Account Group were

combined with the Low-Rent Public Housing

Program fund. 82,818,668
and the General Long-Term Debt Account Group

were combined with the Low-Rent Public Housing Fund

resulting in an equity transfer of $82,818,668.

Unrealized loss on disposal of equipment for $949,715,

depreciation expense of $246,721, and casualty loss of 1,198,243
of $1,807 were added back to reflect actual effect of the

equity transfer.

FDS Line 1104 - 84,016,911

2 adjustments both relating to GASB #34 Conversion

Long-termdebt (115,876,871)
Debt forgiveness (10/1/03) 40,399,521

Adjustment to fixed assets (716,452)
Due to other funds (257,900)
FDS Line 1104 : (76,451,702)

The prior period adjustment in this year is a result of the

beginning equity being "off" from the 2002 audited statements

that were not accepted by HUD and MDHA appealed.

These adjustments are the changes from the unaudited 2002

to the audited 2002 statements. These were part of the audited 2002 statements

The $1,502,149 includes JV# 29840 for $(1,800,000), a (1,502,149)
reversal of prior year "Other General Expense", debited

in error instead of debit to liability account when paid.

Also includes charges of $297,851 for PY operating costs.

FDS Line 1104 (1,502,149)

1 adjustments - one a error which meets the definition of line 1104

Adjustment of fund balance reported by Mgmt Co. 14,714

Difference on reporting Operating Subsidy paid to (111,720)
Private Management Companies during FY 2005

amount paid $897,092, reported by Private companies

$785,372

FDS Line 1104 (97,006)

100

P
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2 adjustments representing .05% of expenditures

According to the Real Estate Assessment Center Financial Data Schedule Line
Definitions and Crosswalk Guide:

Definition

1104 Prior period adjustments, equity transfers, and correction of
errors

Definition: This FDS line represents prior period adjustments that are
transactions that should be excluded from the current period’s activity
statements. With respect to governmental financial reporting, this
specifically addresses correction of errors in the financial statements of a
prior period. Errors in financial statements may result from: mathematical
mistakes; mistakes in the application of accounting principles; oversight of
facts that existed at the time financial statements were prepared; or
change from an accounting principle that is not generally accepted to one
that is generally accepted. These corrections should be presented as an
adjustment to the beginning fund balances (equity), and all previous
financial statements affected by the error must be restated. This line also
includes equity transfers between programs.

Crosswalk: Prior period adjustments, whether increases or decreases,
are made directly to the entity’s equity account(s). Postings are made to
HUD account 6010 (Prior year adjustments — affecting residual receipts)
and REAC suggested account 2806(Undesignated/unreserved/ retained
earnings) and the appropriate asset or expense account affected by the
adjustment. The financial statements for the fiscal year impacted by the
adjustment are then restated to reflect accurate account balances.

Prior Period Adjustments stated as a Percentage

The methodology HUD employed in calculating the percentage for each year's
prior period adjustment may not be the most appropriate methodology
considering the type of prior period adjustments and the nature of the program.

MDHA is aware that there are multiple methodologies that may be employed to
calculate ratios and percentages. It is MDHA's position that the most appropriate
methodology in this case would be determined by the nature of the subject prior
period adjustment. For example: if the prior period adjustments are for operating
and administrative expenses of the program then the best methodology for
stating the adjustments as a percentage is in relationship to total program
expenditures for the subject year. HUD'’s prior period adjustments appear to be
stated as a percentage of net assets which may not be relevant to the size of the
program activity for the respective fiscal periods. When stating the prior period
adjustments as a percentage of annual program size we calculate the following:

Low Rent Public Housing Prior Period Adjustments as a percent of total
expenditures.
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Summary:

Violation
Per HUD:

Response:

2001 =4.29%

2002 = 38.56% (GAAP conversion)

2003 = 33.76% (result of HUD rejection of FDS)
2004 = 0.6%

2005 = .05%

Fiscal Year 2002

We acknowledge that the FY 2002 financial statements were filed by MDHA with
and rejected by HUD. HUD issued a late presumptive failure (LPF) and gave
MDHA a score of 0%. In response to this LPF score MDHA availed itself of the
appeal process and filed an appeal with HUD on November 5, 2003 which HUD
rejected the appeal. As this item is historic in nature and HUD has advised they
will not accept the 2002 audited FDS then MDHA has no recourse for curing this
matter.

The County does not agree with the information identified in this alleged violation
and respectfully requests the supporting information for the periods and numbers
cited.

The allegation is incorrect.

“2) Allocation of Program Costs in Violation of 24 CFR § 85.22

Pursuant to 24 C.F.R. § 85.22(b), MDHA is required to comply with the cost
principles in Office of Management and Budget (OMB) Circular A-87, Cost
Principles for State, Local, and Indian Tribal Governments. Under OMB Circular
A-87, each program that incurs costs, whether direct or indirect, must be
ascribed an appropriate allocation of those costs. MDHA did not charge its direct
costs and allocate its indirect costs in accordance with OMB Circular A-87. For
example, MDHA did not report any operating costs for its HOPE VI program for
fiscal year 2003 to 2006 in its Public Housing Assessment System electronic
filings to HUD, or for its Capital Fund Program for fiscal years 2002, 2003, 2005
and 2006. However, during this time period, MDHA employed staff to administer
its HOPE VI and Capital fund programs and incurred expenses in association
with those programs. MDHA failed to properly report costs associated with its
HOPE VI and Capital Fund programs, resulting in distortion of those programs’
true financial position. This failure also violates Section 15(a) of the Public
Housing ACC.” '

All funds received for the HOPE VI program and Capital Fund Program were
reported on the FDS and reconciled to LOCCS/HUDCAPS and were charged to
the programs in accordance with OMB Circular A-87. Operating costs were
reported as a part of the annual HUD reporting process. The financial
statements submitted to HUD in the FDS included operating costs and were
approved by the assigned HUD financial analyst. Below are the screen shots
from the LOCCS/HUDCAPS for 2003 and 2005 from the respective FDS. These

screen shots confirm that MDHA did report all funds received from the grant
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during the respective years. The quarterly HOPE VI reports and annual Capital
Fund reports to HUD disclose all expenditures by line item and are development
specific. HUD approved and/or concurred with the treatment of these grants
within the HUD budget line items (BLI) on the FDS. HUD did not provide
guidance or any indication that this was not the appropriate treatment. '

Reconciliation Balance Sheet for FLO0S for reporting period 09/30/2003

- o

114.866 - _ $ 3,005,552 § $ 40,049 $ 3,045,601 E $ 3,048,350 $(2,749)
%Revitalization of | i | ! i %
|Severely | § | § | | ’
: Distressed Public ! ; | {
‘Housin | i | |

o e W B '
14.866 - | $3,690262 $(310,645)] $3,491,927

Revitalization of § :

|
. Distressed Public 4 !
Housing v E

MDHA has since identified that all costs related to HOPE VI and Capital Fund were
capitalized including the referenced wages. The 2006 financial statements reflect the
separation of operating and capital costs (GAAP) for all grant programs as evidenced by
the prior period adjustments in both Capital fund and HOPE VI (see below).

PHA Code: FL005

PHA Name: MIAMI-DADE HOUSING AGENCY
Fiscal Year End Date: 09/30/2006
Submission Type: Audited/A-133

Program #: 14.872 - Public Housing Capital Fund Program
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Line ltem #:1104 - Prior Period Adjustments, Equity Transfers
and Correction of Errors

Account Details | Back to Revenue & Expense

ior Period Ad'ustmets and Correction of Errors

To w rite-off CFP 1406 1408 and 141

-1104-120

Total Prior Period Adjustments, Equit Transfers and
Correction of Errors

PHA Code: FL005

PHA Name: MIAMI-DADE HOUSING AGENCY
Fiscal Year End Date: 09/30/2006
Submission Type: Audited/A-133
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Program #: 14.866 - Revitalization of Severely Distressed
Public Housing .

Line ltem #:1104 - Prior Period Adjustments, Equity Transfers
and Correction of Errors

Account Details | Back to Revenue & Expense
NE ITEM ‘ OUNT D
Period Adjustments and Correction of E%&g%;s

To write-off 1406 1408

Ali Others

‘%@XM

Summary: Although the County denies that the deficiencies stated in the Notice constitutes
a substantial default under the U.S. Housing Act of 1937, the federal regulations
and the ACC, the County has taken steps to cure any deficiencies.
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Violation
Per HUD:

Response:

“3) Failure to Account for HOPE VI Expenditures in Violation of 24 CFR
§ 5.801
Under 24 C.F.R. § 5.801, Uniform Financial Reporting Standards, MDHA is

required to submit financial information to HUD annually that has been “prepared
in accordance with Generally Accepted Accounting Principles as further defined
by HUD in supplementary guidance.”

MDHA did not maintain complete and accurate books of account for its Scott
Homes, Carver Homes and Ward Towers HOPE VI redevelopment activities or
prepare its financial statements in accordance with HUD requirements (i.e.
GAAP). In both its fiscal year 2005 and 2006 financial statements, MDHA
incorrectly reported “leasehold improvements” in its books of account; despite the
fact MDHA did not lease any property in connection with its HOPE VI program.
Specifically, by the end of fiscal year 2006, MDHA had improperly capitalized the
cumulative total of $20 million as ‘leasehold improvement.”

The financial statements for 2005 and 2006 for the operations of MDHA'’s Scott
Homes, Carver Homes and Ward Towers HOPE VI include permanent
improvements reported on FDS line 165, leasehold improvements. Per HUD's
definition from the Financial Data Schedule line Definitions and Crosswalk Guide,
this line item may be used for permanent (non-detachable) lmprovements that
add value to land and/or non-leased property.

165 Leasehold improvements _
Definition: This FDS line represents permanent (non-detachable)
improvements that add value to land and/or permanent
improvements made to leased property accounted for as an
operating lease on previously purchased land which were not
made at the time of purchase to ready the land for its initially
intended use. This FDS line may also be used for permanent
(non-detachable) improvements that add value to land and/or non-
leased property.

Crosswalk: This FDS line generally includes amounts in HUD
accounts 1400.2 (Development/modernization cost) and 1400.4
(Land, structure, and equipment) and should be identified and
separated from the land purchase costs. Leasehold improvements
may be recorded in REAC suggested account 1400.10 (Leasehold
improvements). Zero is an acceptable value.

The records below support compliance with the U.S. Housing Act, the regulations and the ACC:
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Exhibit A-1

Miazei-Dade Hausing Agency
1401 N.W. 7% Street
Miami, FL 33125
A

FLOOSVO
(22 Ty
nnual Contnibutions, Tolal Partial Payment Approved, and the ne
! 2 ot duye HIID or undggmz:mgﬁt due your Authovify:

.f(»\.

September 30, 2004
t

$113,556,483

3,

ing shows the asnount of.

The follow
Total Annual Contributions Due-Line 34

109,336,661
4,219,822

Total Partial Payments Approved by HUD-Line 35
Underpayment Due PHA-Line 36
Overpayment Due HUD-Line 37

NOTE:

The amoutt of coerpayment due HUD or underpayment due your Authority will be
includedfoffset in your requisition payment(s) scheduled for CZ};céley’/‘ ‘;; ‘;; o8
{
[}

*Administrative Fee for 3 months of CY 2003 has been calculated on a rate times UML basis. CY 2004
Administrative Fees are being pravided based upon the Established 2004 AF Floor, plus any additional &F pr@ded

for new units, andfor increased leasing.”
Ifyou have mity questions, please contact Debbie S, Love ut (888) 404-3893 x6192.
i
- ~f
Y
)

[0




Response and Appeal of Declarations of Default

and Substantial Default Notices
May 15, 2007

Page 28 of 34

Exhibit A-2

Vaucher for Payment of Annual Contributions U8, Departmant of Housing
and Operating Statement and Urban Devgtopmant
Housing Assistance Paymends Program
Not ibpoky OMB No, 2502-0346_{ oxp, 10£51/86)
£. e Mouting Ageacy © N aag ASkI6Y) 34 Sungrem Ty © ] Pagiaat i, § Vesichwer Na, {HOD e Onitg
: Soetian 21 i Gnolon B FLOGSVO
i

Sramtisabions Conrag) Hn.

Stiani-Dade Houslayg Agtncy

1
1401 HW, 7ih Street _ 2987 [E AT {1 oo 26 9 et < Sworder 13 q.m%»
it Flarida 33126 YLD P e T Y Regtgt O T o T8 g Bitke of First PhA Fhsad Vioar
k i Aae Goorgla ! )
Fragoman Typy { sact, epeh : 1) isiune of Ewellig Uity S8, Hior of Lot -
T lmbr MGG T Supparind Aty Lise Wi
‘ . by Aewaig Cranlpbaativig}
trew Ol IR Betantl e Cah Moduats bt I o exitigmonssng Sovtieains G0 Hmsepiaes 13,704 13,729 168,668
H ;
o cagmnr e e oot e [ S —— s
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Exhibit A-3
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Exhibit A-5
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Exhibit B
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Exhibit C

Ojomo, Cassandra (MDHA)

From: Oebble S._Love@hud.gov

Sent: riday, April 08, 2005 1:35.PM

To: Vargas, Sonia M. (MDHA)

Ce: Cjomo; Cassancra (MOHAY; Topinka, John {MDHA); Brewster, Alphonss K, {MDHA), Perez,

Rodolio (MDHAY; Fiores, Damaris (MDHAY; téresa _l._phillips@hud. gov; roxanne_byers@hud.gov:
andrew_r._miller@hud.gov . : )

Subject: FLUOS, Advanse of Funds

Soria,

Pérour conversation you stated that your Housing Authority (HA) was naw $3,000,000 plus over
expended. At this thne you were requesting §3,000,000.0f the HA's Calendar Year (CY) funding to be
advanced to the HA. . .

We discussed that it was imperative that vour HA afrit i orderto manage your program witliin the

amotmt budgeted for the Calendar Year 2005, Notice PIH 2005-9, issued February 25, 2005, provides

guidance o1 the administra tive flexibility and actions the PHAs may take-to reduce costsin the

Houging Choice Voircher Program. Bulletin # 3 provides informativn sn-some of the perfiissible
'+ PHA cost savings actions.

Prior o setting up the advance [ will require an email acknowledgment from YOU or an executive stating
that Miami-Dade HA understands that the 53,000,000 will redirce the 12/01/05 payment to
$6,348,054. Please be aware that this payment {$ #6t meant as additional fun‘digg*for the CY 2005 it only
an advance on the existing CY 2005 ﬁmdinp:_.

Pleese respond!

Thank you!

Debbie Love

Financial Analyst

HUD Finanejal Management Center
2345 Grapd Boulevird, Siiite 1150
Kansas City, MO 64108-2603

Debora_S._Love@hud. gov

toll free: 1-888-404-3893, # 6192
cormmercial; 816-426-6192

Fax: §16-426-6153
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Summary: The allegation is incorrect.
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Office of the County Manager
111 NW 1st Street » Suite 2910
Miami, Florida 33128-1994
T305-375-5311 F 305-375-1262

miamidade.gov

ADA Coordination

Agenda Coordination

Animal Services

Art in Public Places

Audit and Management Services
Aviation

Building

Building Code Compliance

Business Development

Capital Improvements

Citizens’ Independent Transportation Trust
Commission on Ethics and Public Trust
Communications

Community Action Agency
Community & Economic Development
Community Relations

Consumer Services

Corrections & Rehabilitation

Cultural Affairs

Elections

Emergency Management

Employee Relations

Empowerment Trust

Enterprise Technology Services
Environmental Resources Management
Fair Employment Practices

Finance

Fire Rescue

General Services Administration
Historic Preservation

Homeless Trust

Housing Agency

Hausing Finance Authority

Human Services

Independent Review Panel
Internationa! Trade Consortium
Juvenile Services

Medical Examiner

Metro-Miami Action Plan
Metropolitan Planning Organization

Park and Recreation

Planning and Zoning

Police

Procurement Management
Propesty Appraisal

Public Library System

Public Works

Safe Neighborhood Parks
Seaport

Solid Waste Management
Strategic Business Management
Team Metro

Transit

.« Force on Urban Economic Revitalization
Vizcaya Museum And Gardens

Water & Sewer

May 15, 2007

Mr. Orlando J. Cabrera

Assistant Secretary for Public and Indian Housing

U. S. Department of Housing and Urban Development
451 Seventh Street, S. W. Room 4100

Washington, DC 20410

Re:  Supplemental Response to County’'s May 15 2007 Response to
Declaration of Default ~ Section 8 Consolidated Annual Contributions
Contract and Declaration of Substantial Defauit — Public Housing Annual
Contributions Contract

Dear Mr. Cabrera:

This letter serves as a supplement to Miami-Dade County’s response, dated May
15, 2007, to the Declarations of Default — Section 8 Consolidated Annual
Contributions Contract and Declaration of Substantial Default — Public Housing
Annual Contributions Contract (“Notices”). The enclosure is the County’s
response to the Real Estate Assessment Center Report dated April 24, 2007.

In the event that the U.S. Department of Housing and Urban Development (HUD)
amends its Notices based on any of the County’s response to the Notices;
attempts to include or incorporate any additional information, reports or audits
conducted by HUD or its agents not specifically incorporated.or referred in the
Notices; or receives and relies upon new information as a basis for the Notices,
the County hereby reserves its right to amend this supplemental response and
the response to the Notices, which the County submitted to HUD on May 15th.
The County also reserves the right to appeal any determination by HUD that the
County is in default or in breach of the ACCs or applicable laws and regulations.

Sincerely,

George m

County Manager

C. Honorable Carlos Alvarez, Mayor
Chairman Bruno A. Barreiro
and Members, Board of County Commissioners
Murray A. Greenberg, County Attorney
Honorable Alphonso Jackson, Secretary, HUD
Robert Couch, Acting General Counsel, HUD
Michael Flynn, General Deputy General Counsel, HUD




LIMITED SECTION 8 MANAGEMENT REVIEW OF MIAMI-DADE HOUSING AGENCY
(MDHA) — RESPONSE TO REAC REPORT

The following is the County’s response to HUD’s Limited Section 8 Management Review of
MDHA:

Section 8 Program Management

Response - Based on the tenant files that were pulled for review, we take exception to HUD

‘indicating that they assessed “the effectiveness and efficiency of the Agency’s day-to-day
operation of their Housing Choice Voucher (HCV) Program,” when, in fact, the files reviewed
included Section 8 Moderate Rehabilitation files. Also, in HUD’s audit, it is indicated that MDHA
administers 12,900 units of HCV when in fact this is the number of units leased.

Background

Response — Information regarding management is incorrect. HUD states the current director
was in place for 3 months. In fact, the director was in place for well over a year. HUD further
stated that the individual was formerly a Supervisor in Accounting; she was actually the former
Assistant Director of Finance. The comments that are made addressing staffing on two Section
8 teams were made without qualifying such comment with staffing level data, such as data HUD
collected for the Housing Choice Voucher Guidebook.

s PHA Agency Plan (Annual) for Fiscal Year (FY) 2007-2008
Response - We take no exception to these comments.
¢ Administrative Plan

Response - During HUD’s visit, MDHA advised the auditors of our new Section 8
Administrative Plan and provided them a draft. HUD made recommendations,
specifically, a new cover (copy attached) (exhibit E) (Note, however, this is not a
regulatory requirement under 24 CFR 982.54.), definition sections, domestic violence
section and new hierarchy for verification. We are adopting these changes and will
submit them for approval. In addition, the following other changes are being made:

o Reference of administrative fee reserve will be in new Plan.

o Limited English Proficiency (LEP) policy is already in the current Plan
(page 3), pursuant to Executive Order 13166. According to 1/22/07,
Final Guidance, this is not a regulation, but a guide (see page 2837 of
Federal Register). Further, the Plan was approved and submitted to
HUD in 20086, prior to this guidance.

o The Violence Against Women Act (VAWA) notice was issued 12/27/06,
also after approval of current Plan. There is no requirement in PIH
Notice 2006-42 stating this must be included in the Plan; however, the
new Plan will include VAWA.
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o PIH notice 2005-16, regarding College Student Admissions, provides
policy guidance, but does not require content to be included in the Plan.
On page 3 of notice, #5, paragraph 3, it states, “if written in the PHA
policies, PHA’s may deny assistance....” The new Plan will include
definition of independent students.

Program Offices

Response — MDHA'’s program offices are located on Coral Way; the two buildings
referenced are attached within the same block. The Applicant and Leasing Center
(ALC) is responsible for the issuance of vouchers and is not involved in the on-going
processing of Section 8 families, including lease-up. MDHA is looking for an office
building to address the needs of its clients, to include access to public transportation
including Metrorail, visitor parking, and adequate space needs for the varied functions.
The building must also be affordable to the Agency. Most buildings we have located are

‘either too expensive per square foot or are inconvenient for families to visit.

Section 8 Staffing
o New Markets and Applicant Leasing Center (approximately 43 positions).

Response — New Markets was a function that was eliminated in 2006 and was a
reference to the County’s Infill program, which was transferred to another County
agency. The ALC does not handle the Surtax Lottery. The actual number of
positions in the ALC is approximately 25.

o Private Rental Housing Services (approximately 115 positions).

- The staffing level indicated here is not accurate. The department currently is
tracking at 91 filled positions. The document also makes reference to
administering Certificates, which is somewhat curious since the program merged
with the voucher program some years ago.

SEMAP Scoring
Response - We acknowledge the SEMAP scoring area and the existing hurricane

waiver. MDHA would like to acknowledge that as of fiscal year end 2006, we had
an unofficial rating of 70, which is standard, shared by the local HUD field office.

Applicant and Leasing Center

Response - It is difficult to address some of the issues here as it relates to the
forms being obsolete. There are no issues suggesting that forms used in
MDHA's files are obsolete.

Itis aiso important to point out that facsimiles are an accepted form of third party

verification. “Third party verification is defined as independent verification of
income and/or expenses by contacting the individual income/expense source(s)
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supplied by the family. The verification documents must be supplied directly to
the independent source by the PHA and returned directly to the PHA from the
independent source.” This is taken directly from the HUD verification guidebook.

Waiting List

Response - We take no exception to the comments in this area.
Section 8 Briefing Packet

Response - We take no exception to the comments in this area.
Program Forms and Letters

Response — MDHA's forms allow us to garner the appropriate verifications. We
will consider the recommendations, but will focus on HUD required change first
and foremost. The Private Rental staff began using the latest version of the HAP
contract the third week of March, 2007.

Rent Reasonableness
Response - We take no exception to the comments in this area.
HQS Inspections -

Response - The issues cited by HUD in this area are not supported. MDHA has
not had an issue with paperwork having to travel no further than between the two
connected buildings. Further, all inspections are logged in MDHA’s computer
system for staff access.

Payment Standards

Response - As a point of clarification, MDHA’s Section 8 Administrative Plan
reflects that we can set the payment standard to 110 percent of Fair Market Rent.
We have only one set of payment standards for each bedroom size. To be
proactive, we have created a computer generated report in order to review the
size of families on a regular basis to assure they are certified for the appropriate
sized unit.

Annual Re-examinations

Response - Note that late annual re-examinations are already being addressed
by MDHA. It is not confirmed that the 85 percent non-timely annual certifications
is accurate. Our records do not support this claim. Based on our records we
may be 40 percent in arrears. We have identified late re-examinations and have
begun working on this issue, which includes engaging an outside contractor to
complete the back-log. This effort will continue over the next 90-120 days. It
should also be noted that work plans put in place are feasible and will allow for
adjustments.
|13
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Annual re-examinations are part of our SEMAP regulatory requirement in
accordance with 24 CFR §985.3(j). We requested and received a waiver due to
Hurricane Wilma. This waiver covers SEMAP, including the annual re-
examinations requirement. As such, we have not defaulted, in light of the
approval of the hurricane waiver. Regardiess, we continue to complete and
submit re-examinations. Our most recent review shows that we have
approximately 5,200 in total that are past-due.

In addressing re-examinations going forward, MDHA has trained and tested staff
to assure that the right team is in place. In the first test, 16 employees did not
pass the exam. These 16 were offered the opportunity to retake the test. There
are now only five employees who did not pass and they will no longer be
responsible for re-examinations; we are hiring new staff to replace those that did
not pass the certification exam.

There is no evidence that we have improperly expended dollars in the voucher
program. As files are completed we are addressing all required adjustments so
that the appropriate Housing Assistance Payments are made. This is consistent
with HUD requirements as outlined in PIH 2005-7. Our last RIM review in 2006
supports this claim.

Computer Systems

Response - The LIB software is older, but is fully functional. We are taking the
opportunity to train staff on the functionality of the system as we prepare to
upgrade to Emphasys Elite.

Tenant File Management

Response - It is difficult to address this area without the actual names of the
participants. We hope that HUD would provide this information so necessary
corrections can be made. However, one of the errors was picking up an annual
salary as opposed to an hourly rate. If the salary was third party verified there
should be no issue how it was reported to the Agency.

Other Implemented Improveménts

Quality controls have been put in place to better manage the program. These
controls are used as a means to review and document tenant information and to
assess individual employee accuracy and competency:

A Daily Work Plan was implemented in early February, 2007, that tracks the goal
and resulting completed output of each team, its Team Manager and each
Housing Specialist of re-examinations. The Plan rolls up to a weekly total so the
number of files completed can be assessed for productivity and efficiency of work
(see attached) (exhibit F).

A Quality Control Check List Form identifying file documents and other contents
required for the participant file has been updated and implemented. This form is
placed in each file and is used by the housing specialist, Team Manager, and
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quality control reviewer. The form, along with the Review Team Inventory
Tracking Log (see attached) (exhibits G and H) is utilized for identifying areas of
need for developing in-service training and for progressive discipline of
employees.

A Review Team Inventory Tracking Log was implemented and being used for
monitoring all tenant transactions for quality control and accuracy, including re-
examinations, rent adjustments, and leasing. The log includes an error report by
specialist. The log is utilized for identifying areas for need for developing in-
service training and at the same time can be used for progressive discipline of
employees.

Enterprise Income Verification (EIV) efforts have resulted in identifying participant
families who are found to have discrepancies in reported income. When these
are uncovered, the family is called in and any discrepancy over the annual
$4,800 threshold, pursuant to our Administrative Plan are referred to the HUD-
OIG for further investigation and prosecution. In all cases of undeclared income,
a demand is made of the family to make repayment. The effort is on-going.
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MIAMI-D

2153 Coral Way
Miami, Florida 33145
Telephone (305) 250-5236
E-mail: wwissmiamidade.gov/housing

Section 8 Adr tive Plan

This meerial is aven sible forimat upon request. Please call the ADA Coordinator at 305-644-5187

). or Florida Relay Service (800} 955-8771 (TDDYTTY)

EQUAL HOUSING
OPPORTUNITY



PRIVATE HOUSING
DAILY WORK PLAN

February 05-10, 2007

TEAM 1 EMERALD TOTALS
RECERTIFICATIONSIFI : o
(RECER ATIONS/FILE Plan COMMENTS
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36 ..
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288 T 88
TOTALS
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Jeam Managér .......
p 36
H 36
E 36
H 38} .
H 36
il 36
H 36
H 36},
288 B )
TOTALS
" Pian ] - Actaa B
= .
326 ..
36
36
28 .
36
36
36] .
288 -] Zes
TOTALS
CActuall
Per Day - - o

[COMMENTS

Per Week
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MIAMI DADE HOUSING AGENCY HOUSING CHOICE VOUCHER

QUALITY CONTROL CHECK LIST FORM

CLIENT NAME: CLIENT NUMBER: | ACTION CODE:

Housing Specialist: DATE COMPLETED BY HS: EFFECTIVE DATE OF
ACTION:

ist
Final

zZ
> 2 Reviewer

Z | Housing
» Z Speclal

First panel COMMENTS

1 | Photograph Identification for all f:

ily members 18 and over

- empcxify guar p; ;:ustody' or adc;p» on upﬁited
Birth Certificates-all family members / proof of familial status

tN

Marital status documented/divorce decree if appl
7 | Copy of completed Family Voucher with corvect voucher size

per family’s composition & MDHA Occupancy dards.
§ | Criminal Background Checks, family members 18 and ove:

9 | Original Application

10 0000|0p
0 00l 000jn opRs =

Second Panel

12 | HAP Contract effectivé date on or :{ﬁcr ‘cffective date o
HAP Coniract rent equal to lease rent
g 1T

Complete and accurate lease (i.e. Utilities included, terms, LL
& TNT signatures, etc.). Tenancy Addendum attached to Jease
(HUD form 52641-A)

HQS inspection completed & unit pass

Request for Tenancy Approval in file and comple
applicable,

Third Panel
. 9%

3

a. Upfront Verification on file (ULV) (]
b. If discrepancy within UIV and family declaration [
]

-

proper third party verification was obtain

c. IFUTV N/A, proper third party verification obtained.
d. Accurate Asset Verification obtained

a.
b. Childcarc Verification
c. Disability Assistance Allowance

d. Medical Allowance
. Elderly/Disabled Household Deduction

-

'29 Application for the Housing oncx; Voucher com;;fetély ”
filled out and signed. No Unanswered Questions.
30 | File folder/content in proper order

10/0000000000000 00: {0

Housing Specialist Initials Date Pass / Fail - DucDate
Supervisor Name Initials Date Pass fFail __/__/ -
Final Reviewer Name Initials Date Pass/Fail =~ [ [
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LIMITED QUALITY ASSURANCE INSPECTION OF MIAMI-DADE HOUSING AGENCY’S

(MDHA) PUBLIC HOUSING UNITS — RESPONSE TO REAC REPORT

The Real Estate Assessment Center (REAC) Quality Assurance team inspected five selected |
developments as a representative sample to determine the condition of MDHA'’s public housing

stock.

Data Record System

Response — The data records system was available and functioning at the time of the
REAC inspector visits. The instance of the property manager checking manual records
was simply that the property manager referred to a printed footprint of the development
to identify units where construction had been completed. MDHA’s system is able to
identify occupied, vacant, and off-line or converted units. For units under construction or
rehabilitation, property manager do need to consult a construction schedule.

Hurricane Damage

The properties were inspected by FEMA, and Damage Assessments written for debris
removal and property damage. Additionally, inspections were also conducted by HUD
local field office staff to confirm MDHA’s request for disaster assistance funding, which
represented the amounts of hurricane damage not covered by the property insurance
policy. MDHA received $8.4 million from the HUD disaster fund for FY 2006.
Additionally, MDHA contracted a third-party cost estimator to substantiate the damage
and verify the amounts claimed, as required by HUD.

Response - Annie Coleman Gardens and Little River Terrace, which suffered hurricane
damage to roofs and some occupied units, were taken off-line, and are under contract or
pending repair by maintenance staff.

As stated above under Data Record System, MDHA attempted to provide accurate unit
status to HUD of off-line units recently completed and pending final inspection.

MDHA disagrees that observed damage was not attributed by HUD as hurricane
damage. The information on hurricane damage was provided to the QA inspection team
and is summarized as follows:

Edison Courts: Hurricane damage included downed trees, up heaved sidewalks,
damaged parking surfaces, broken or downed exterior lighting,
and minor window damage.

Annie Coleman: Extensive roof damage, water damage to unit interiors requiring
relocation of residents, damaged rainwear (gutters and
downspouts), electrical service damage, broken or downed site
lighting, up heaved sidewalks, broken curbs in parking areas.

Little River Terrace: Extensive roof damage and unit interiors, damaged site lighting
‘ and building exterior lighting.
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Robert King High: Broken window and door glazing, damaged elevator equipment,
damaged concrete covered walkway structure, minor roofing
damage, downed trees, damaged overhead electrical service and
site lighting, and underground electrical feeders, damaged fencing
and gates, damaged curbing, up heaved sidewalks in and around
parking areas.

Homestead Gardens: Flooding of entire site, up heaved walkways, flooded interior of
community building, roofing damage, damaged exterior lighting
and downed trees.

The attached photographs document the damage.

Robert King High Tower
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At Robert King High, the ponding noted as level 3 was observed immediately following
rains from run-off from the secondary field of the equipment room.  The criteria for a
roof area to be identified as showing signs of ponding is ‘the accumulation of water in
excess of 2" in depth that is not draining by the flow of water to the design runoff points
after 12 hours of the last rain event.” The inspector did not follow the protocol for the
determination of this item as rainwater was observed within the threshold time allowed
for run-off.

At Annie Coleman Gardens, the QA inspector noted roof damage of cupping; however,

“the roof was newly installed architectural fiberglass asphalt shingle (/less than 4 weeks
old) and is the preferred shingle in its class with required County Product Approval for
high wind velocity areas as defined by the Florida Building Code. (See attached
photograph of roof shingles contained in Database Review).

Little River Terrace roof repair is typical of difficulty in Miami-Dade County in obtaining
roofing contractors for minor roof work. Some roofs in the development were completely
replaced but the buildings with minimal roof damage, i.e., shingles missing or damaged
did not attract contractor bids for the amount of work required. These roofs are not
leaking and we will address these conditions once leaky roofs in other developments are
repaired.

At Homestead Gardens, the QA inspector noted deficiency in block egress windows.
Full egress is allowed once the pins in the window are pulled, as designed by the
product manufacturer. A series of photographs detail the ease of operation. Correction
of the inspector’s error will reduce the Health and Safety deductions by nine points and
increase the inspectable area score respectively as noted below:

Window Latching Devices: Units 10,;13,19,23,381,41,58,127,130,142 and 149
Note: Each unit resulted in a deductive value of .20 points

Emergency Egress Errors:
Building 1 — Unit 10, 13 and 19.
Building 2 — Unit 40. Building 3 — Unit 47.
Building 7 — Unit 123 and 127. Building 8 — Unit 142.
Note: Each unit resulted in a deductive value of 1.5 of a possible 1.8 points per unit.

This adjustment computed for the window and egress findings is as follows and will
- reduce the deductions from 20.5 to 6.3 and result in the Overall score of 67c¢:

Deductions
Egress 8x15=12
Windows 11x0.2= 2.2
Total  14.2 points
Modernization Work
| Response — We disagree that the contract scope provided to HUD did not include work
on observed deficiencies.
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ATTACHMENT N -

MIAMI-DADE COUNTY, FLORIDA

May 16, 2007

Robert M. Couch

Acting General Counsel

U.S. Department of Housing and Urban Development
Office of General Counsel

Washington, DC 20410-0500

Dear Mr. Couch: |

We are in receipt of your letter dated May 14, 2007. The purpose of this letter is to Clarify its -
inaccuracies. B

First, your letter states, “Miami-Dade has now apparently chosen not to continue the
‘negotiations.” This is incorrect. The County, as always, is negotiating in good faith with the U.S." -
Department of Housing and Urban Development (U.S. HUD) and seeks an amicable resolution
to the present issues.

Second, your letter states, “HUD received an e-mail from the Deputy County Manager stating
that Miami-Dade simply would not meet the agreed upon deadline.” This is not accurate. May 11,
2007 was not a deadline, but rather a date by which U.S. HUD requested the County
communicate its position as to the issue of management control. Further, Senior Advisor to the
County Manager Cynthia W. Curry informed U.S. HUD via e-mail sent on May 11, 2007 that the
County was still in discussions concerning the issue of management control.

To be sure, the County has not missed any deadlines. Indeed, the only deadline in effect is the -
May 16, 2007 deadline to respond to U.S. HUD’s default notices. The County has already met -
that deadline as the County’s response was emailed to U.S. HUD on May 15, 2007. T T

The County welcomes further discussions with U.S. HUD in hopes of resolving these issues.

%

Sincerely, . \

Honorable Carlos Alvarez Honorable Chairman Bruno A. Bhrreiro
Mayor ; Board of County Commissioners

cc: Honorable Vice-Chair Barbara J. Jordan

and Members, Board of County Commissioners
George M. Burgess, County Manager
Murray A. Greenberg, County Attorney
Michael Flynn, General Deputy General Counsel, U.S. HUD
John Herold, Esq., U.S. HUD
| 29



